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December 19, 2003

Joe Werner
Telecommunications Chief
Tennessee Regulatory Authority
460 James Robertson Pkwy.
Nashville, TN 37243-0505

Re: Application of BellSouth Long Distance, Inc. — TRA Docket No. 03-00602
Dear Joe: S

On behalf of BellSouth Long Distance, Inc. (“BSLD”), I am enclosing with this letter
responses to the questions and data requests contained in your letter of December 5, 2003.
Consistent with my voice message of yesterday, BSLD requests that all attachments as well as
the response to Request #2 be kept confidential due to the proprietary nature of the information
contained therein. ' '

Should- you have any questions or require anything further at this time, please do not
hesitate to contact me.

Sincerely,

GFT/sef

cc: Harris Anthony

248080.1/2021.31



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003

Item No. 1

Page 1 of 1

REQUEST: Please provide the original bond. Only copies of the bond were received
with the Application.

RESPONSE: BeliSouth Long Distance, Inc. is not in possession of the “Original” copy of

its Surety Bond. On August 22, 2000, BellSouth Long Distance, Inc.
submitted the original copy of its $20,000 Surety Bond (Bond 607 56 25) to
the Tennessee Regulatory Authority via overnight delivery. The
Telecommunications Division of the TRA stamped the acknowledgement
copy of the transmittal letter August 23, 2000. The Tennessee Regulatory
Authority is already in possession of BellSouth Long Distance, Inc.’s
original bond. Attached below is a copy of the transmittal letter and original

bond, as stamped by the TRA.
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BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 2
Page 1 of 1

REQUEST: In its Application, BellSouth Long Distance, Inc. (“BSLD”) has stated
that it is submitting the 2002 SEC Form 10-K of its parent company,
BellSouth Corporation (“BellSouth”), in support of its financial
qualifications. Pursuant to 47 USC Section 272 (b) (2) Structural and
Transactional Requirements. The separate affiliate required by this
section — (2) shall maintain books, records, and accounts in the manner
prescribed by the Commission which shall be separate from the books,
records, and accounts maintained by the Bell operating company of
which it is an affiliate. Please provide financial statements for
BellSouth Long Distance, Inc. including balance sheet, income
statement and statement of cash flows for year end 2002 and the most
recent interims for 2003.

RESPONSE: BSLD is a wholly owned subsidiary of BellSouth Corporation. As such,
BSLD, while maintaining separate books and records as required by law,
does not publish separate stand-alone financial statements. In an effort to
comply with the TRA’s request, BSLD is attaching the stand-alone income
statement (see Attachment 2.4) and balance sheet (see Attachment 2.B) that
were produced specifically for the Section 272 audit recently conducted on
BSLD. The income statement covers the audit period of June 1, 2002 —
February 28, 2003 and the balance sheet is as of February 28, 2003. No
cash flow statement was produced or is available.



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 3
Page 1 of 1

Please provide a copy of BellSouth Long Distance, Inc.’s certificate to
do business in the State of Tennessee. A copy of the application
submitted to the Secretary of State’s Office was included in your
Application.

See Attachment 3, BellSouth Long Distance, Inc.’s certificate to do business
in the State of Tennessee.



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 4
Page 1 of 1

Will any BellSouth Corporate entities such as BellSouth Carrier
Professional Services, Inc. perform operations, installation or
maintenance functions for BSLD?

BellSouth Carrier Professional Services, Inc. (“BCPS”) is the only
BellSouth corporate entity that performs and will perform operations,
installation and maintenance functions for BSLD. BCPS is treated as if it
were a Section 272 separate affiliate for all purposes.



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 5
Page 1 of 1

REQUEST: Will BSLD jointly own any fixed assets with BellSouth or any of
BellSouth’s affiliates? If so, please explain the extent of these fixed
assets.

RESPONSE: No.



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 6
Page 1 of 1

REQUEST: Will BSLD obtain credit under any arrangement that will permit a
creditor, upon default, to have recourse to the assets of BellSouth
Corporation or any of BellSouth’s affiliates?

RESPONSE: No.



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 7
Page 1 of 1

Please describe written procedures and/or training materials/classes to
be used to educate BSLD employees of 47 U.S.C. § 272 requirements.

BellSouth Long Distance, Inc. requires all employees to complete an online
Section 272 Compliance Training course on an annual basis (see
Attachment 7.E). New employees are required to complete this training
within 30-days of their hire date.

BellSouth Long Distance, Inc. also maintains an internal intranet website
containing easily accessible information concerning Section 272 (see
Attachment 7.F) for its employees’ use.

For employees who may engage in transactions with BellSouth
Telecommunications, Inc., BellSouth Long Distance, Inc. has a written
“Process for Section 272 Transactions”. This process, and its “Process Flow
for Section 272 Transactions” are posted on BellSouth’s internet website
located at http://bellsouthcorp.com/policy/transactions/ (see Attachment
7.4). This process details the steps that are to be taken when BellSouth Long
Distance, Inc. and BellSouth Telecommunications, Inc. enter in to an
agreement for services (see Attachment 7.B.1 and 7B.2).

Additionally, BellSouth Long Distance, Inc. has a written “Process for
Completed or Terminated Section 272 Transactions” in place. This process,
and its “Process Flow for Completed or Terminated Section 272
Transactions” are posted on BellSouth’s internet website located at
http://bellsouthcorp.com/policy/transactions/. This process details the steps
that are to be taken when BellSouth Long Distance, Inc. or BellSouth
Telecommunications, Inc. determine that an active agreement for services is
to be terminated prior to the scheduled termination date or will complete as
scheduled within the term of the agreement (see Attachment 7.C.1 and
7.C.2).

BellSouth Long Distance, Inc. also has an internal process for ensuring that
Section 272 transactions are posted to the BellSouth internet website within
a 10-day time period as specified by the Federal Communications
Commission (see Attachment 7.D).



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 8
Page 1 of 1

Mr. Rex Adams is noted in BSLD’s application as one of BSLD’s senior
management team. Please provide a more detailed explanation of Rex
Adams’ position at BSLD and his relationship to BellSouth
Corporation. Is Mr. Adams an employee of BellSouth Corporation or
BellSouth Long Distance, Inc.?

Rex Adams is head of the BellSouth Long Distance Services business unit.
BellSouth Long Distance Services is a business unit or group internal to
BellSouth Corporation. As head of the BellSouth Long Distance Services
business unit, Mr. Adams leads and has responsibility for the operations of
BellSouth Long Distance, Inc. and BellSouth Carrier Professional Services,
Inc. Janet Kibler, president of BellSouth Long Distance, Inc., and Joe
Gilman, president of BellSouth Carrier Professional Services, Inc., report to
Mr. Adams. Rex Adams is a BellSouth Corporation employee. Mr. Adams
is the sole director of BSLD.



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 9
Page 1 of 1

REQUEST: Mr. Joe Gilman is noted in BSLD’s application as one of BSLD’s senior
management team. Please provide an explanation of Joe Gilman’s
position at BSLD and his relationship to BellSouth Corporation. Is Mr.
Gilman an employee of BellSouth Corporation of BellSouth Long
Distance, Inc.?

RESPONSE: Joe Gilman is president of BellSouth Carrier Professional Services, Inc.
(“BCPS”) which is the operations arm of the BellSouth Long Distance
Services business unit. Mr. Gilman is an employee of BellSouth Carrier
Professional Services, Inc.



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 10
Page 1 of 1

Does BSLD maintain separate officers, directors and employees from
BellSouth Corporation and/or any BellSouth Corporation’s affiliates?

BellSouth Long Distance, Inc. maintains separate Officers, Directors and
employees from BellSouth Telecommunications, Inc., an affiliate of
BellSouth Corporation. ‘



REQUEST:

RESPONSE:

BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 11
Page 1 of 1

Will there be any shared or common costs between BSLD and its parent
or any of the BellSouth Corporation affiliates? If so, is there a cost
allocation plan and written procedures in place to allocate any shared
or common costs between BSLD and its parent or any of the BellSouth
Corporation affiliates? If so, please provide a copy of the written
procedures. If not, please explain?

Yes, BellSouth Corporation does allocate some common costs to BSLD.
The cost allocation plan is described in the attached “BSHQ
Allocation/Project Accounting Integrated Process” document (see
Attachment 11).



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003
Item No. 12
Page 1 of 1

REQUEST: Will the TRA be provided access to the books and records of both
BSLD and BellSouth Corporation to determine if the company is in
compliance with the cost allocation plan and 47 U.S.C. § 272
requirements?

RESPONSE: BellSouth Telecommunications, Inc.’s (“BST”) cost allocation plan (“Cost
Allocation Manual” or “CAM?”) is a public document. The TRA, like all
regulatory authorities, will have access to BST’s books and records. It is
BST, rather than BellSouth Corporation, that is subject to a cost allocation
plan and §272 requirements. BellSouth Corporation is not a party to the
TRA’s examination and, therefore, we will not be responding to inquiries
that seek information from parent and affiliate companies.



BellSouth Long Distance, Inc.
TRA Docket No. 03-00602
CLEC Application Request

December 5, 2003

Item No. 13
Page 1 of 1
REQUEST: Will the cost allocation plan be audited by an independent auditor? If
so, how often? Will a separate opinion be issued on the cost allocation
plan.
RESPONSE: BellSouth Telecommunications, Inc. (“BST”) annually files its cost

allocation manual (“CAM”) with the FCC for review. BST’s Joint Cost
Order Audit, which is completed annually, covers BST’s CAM processes as
reflected on ARMIS Report 43-03. The auditor’s report confirms that the
allocations used in BST’s ARMIS Report 43-03 are in compliance with the
CAM, as well as the FCC’s Cost Orders, and the FCC’s published rules and
regulations, in force as of the audit date.



Attachment 2.4
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= Long Distance JIntrastate
41411 Intrastate Long Ristance Revenue 330,320.81

652,357.00 852,632.25 759,989.73 1,215,002.15 1,595,893.10 2,105,866.78 2,774,687.29 3,280,845.35 13,567,464.46

: ‘gﬁ.ﬁ Long Qmam:nw <ntrastate : 330,320.81 652,357.00 852,532.25 759,959.73 1,215,002.15 1,595,893.10 2,105,866.78 2,774,687.29 3,280,845.35 13,667,464.46

ron.& Distance %sam&ﬂm .
41231 Spm.wwﬁm r,gm U“m»m:«m mm@::w s 576,452.04 1,316,828.84 2,247 435.27 3,120,882.20 5,134,983.42 6,642,841.04 8,678,648.30  11,001,411.92  12,827,365.55 51,346,748.58

ﬁcwmwrczm U.mnwan ._s»m«mﬂw»o = 576,452.04 1,316,828.84 2,247,435.27 3,120,882.20 5,134,983.42 6,542,841.04 8,578,548.30  11,001,411.92  12,827,365.55 51,346,748.58

.0%2 rosm c_mﬁnnw :

. 41291 Directory Assistance Revenue ?E o : 4,091.75 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 4,091.75
41292 Private Lines Revenus & : 864,124.05 2,221,177.78 1,638,888.41 3,023,711.07 3,401,262.50 2,006,972.88 5,072,238.30 4,883,503.00 2,823,436.08 25,835,314,07
41293 Commissions Revenue (LD} : : 568,843.88 783,290.35 558,563.82 445,349.39 379,261.55 234,018.81 (188,979.57) 263,407.24 301,210.90 3,344,966.37
41294 Clearing House Fee (B&C) - 103,825.92 210,640.37 155,154.92 127,486.57 76,749.62 37,240.27 56,106.78 6,468.85 6,268.91 779,942.21
41298 Intemnational Long Distance Revenue 231,277.70 681,536.00 798,732.72 1,208,708.34 1,218,476,79 1,4562,919.08 1,831,022,82 3,051,695.04 4,516,741.91 14,891,110.40
ﬁw maa Tolt Free ﬂa«m::m - 21,065,261.25  20,930,579.93  21,173,901.85  16,298,908.04  13,985,855.37  11,953,738.91  10,032,200.66  10,058,286.88  10,111,253.11 135,609,986.00

tal nxaw« roaw gﬁnzna S 22,837,424.55  24,827,224.43  24,225241.72  21,104,163.41  19,061,605.83  15,684,898.95 16,802,588.99  18,263,361.01  17,758,901.91 180,565,410.80

atal Long Distance - . : 23,744,197.40  26,796/410.27 .27,325209.24 24,985,005.34 25411,591.40 23,823,633.09 27,487,004.07 32,039,460.22  33,867,112.81 245,479,623.84

* Other Wireline
. 41940 Corporate Communications 5520,23128 627849562  6,711,237.98 = 4,863,767.86  4,673,921.96  4,819,08017  5602,037.00  5791,633.35  5,158,097.77  49.418,502.90
41999 Other Wireline Revenue 141,031.79 169,580.16 467,943.98 193,009.96 64121840  1,432827.34  1.545848.99 156778627  1,690,043.20 7,849,380.09

Total Other Wireline : 5,661,263.07 6,448,075.78 7,179,181.96 5,056,867.82 5,315,140.36 6,251,907.51 7,147,885.99 7,359,419.62 6,848,140.97 57,267,883.08

4o.»ﬁﬁwxmm3mﬂm<mzcm S : 20,405,460.47  33,244/486.05 34,504,391.20  30,041,873.16  30,726,731.76  30,075,540.60 34,634,890.06 39,398,879.84  40,715,253.78  302,747,506.92

é.iawm , e :
awwwwgwmﬂga_mmmmﬁ.ﬁncm : 11,085,103.73  11,818,311.71  12,391,920.33  11,818,295.08  12,262,430.99  12,150,108.53  12,195,426.21  12,155,676.11  11,930,795.33  107,808,068.02

q.oﬂw” wﬁqﬁ.mwm. i = o - 11,085,103.73  11,818311.71  12,391,920,33  11,818,295.08  12,262,430.99  12,150,108.53  12,195,426.21 12,155,676.11  11,930,795.33 107,808,068.02

ms&uﬁmi
46105 Sz«w: 1<) mn:.n?ai Revenue 750,625.54 937,159.62 1,065,179.55 87,660.04 1,147,014.70 1,173,263.22 6,944,732.92 2,317,342.69 2,623,418.83 17,046,397.11

,«.,O *m&i_wami e : : s . 750,625.54 937,158.62 1,065,179.55 87,660.04 1,147,014.70 1,173,263.22 6,944,732.92 2,317,342.69 2,623,418.83 17,046,397.11

 Other Revene : :
49998 Other Miscallaneous Revenues’ ; 0.00 0.00 0.00 0.00 0.00 1.53 (1.53) 0.00 0.00 0.00

Total Other Revenue 0.00 0.00 0.00 0.00 0.00 1.53 (1.53) 0.00 0.00 0.00

u_a.xmw.bm..m.ﬁznm Revenue 5 41,241,189.74  45999,057.38  47,961,491.08 41,047,828.28  44,136,177.45 . 43,398,913.88  53,775,047.66  53,871,898.64 55,269,467.94  427,601,972.05

nomn of Qccaw Sald.
Wireline Cost of Service
Costof Labor
\ Overhead Cost
Traveland Meals
1213 Zw&w mﬂ.mzanﬂséma - 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

PRIVATE/PROPRIETARY
Contains Private and/or Proprietary Information.
May Not be Used or Disclosed Outside of BellSouth Companies
Except Pursuant ta a Written Agreement.



Attachment 2.A

BellSouth Long @.u?:n@ 5
Jincome S Q:w:n -
«:@ :Sn.:.gs nm;on ended ﬂm&Ema\ 28,

L : L ‘o ] ; A L Sep0z2 Dec02 - _ PID
otal Traveland Meals .« « oo = i 0.00 0.00 0.00 0.00 0.00
 Other Wireline COGS
51389 Qther Wireline Cost of Goods Sold = 4,828,391.95 5,395,693.68 6,027,450.26 1,981,849.61 4,567,566.31 5,269,974.28 4,859,642.97 5,585,907.99 5,082,680.88 43,599,157.93
Tatal Other Wireling COGS 4,828,391.95 5,395,693.68 6,027,450.26 1,981,849.61 4,667,566.31 5,269,974.28 4,859,642.97 5,685,907.99 5,082,680.88 43,599,157.93
‘otal é.nm::a Cost of mmEmnmm X 4,828,391.95 5,395,693.68 6,027,450.26 1,981,849.61 4,567,566.31 5,269,974.28 4,859,642.97 5,585,907.99 5,082,680.88 43,599,157.93
Cost % rgu U,m&mum ; N
macnm intrastate Long Distance Oom«w : 194,486.06 706,577.23 813,810.50 227,327.20 867,509.33 1,725,734.06 1,157,670.13 1,730,910.00 1,992,539.00 9,416,563.51
56015 Interstate Long Distance Costs. P 225,259.25 750,091.24 1,1588,227.73 1,495,473.34 1,815,966.19 1,543,505.94 2,455,323.21 2,943,970.11 3,497,630.31 15,886,447.32
56025 international Long Distance Costs : 2 403,419.64 634,256.68 600,748.71 606,434.43 558,125.35 198,276.93 583,193.63 1,174,068.39 1,826,714.29 6,585,238.05
56038 93202 Assistanca Costs 37,108.24 4,000.00 23,933.77 8,663.60 4,193.81 4,000.00 5,334.49 4,799.97 6,643.58 98,677.46
. 86040 Wholesale Cost ! 18,266,337.62  19,004,699.74 19,622,715.98 14,528,729.75  11,718,450.80 9,734,618.94  10,077,007.27 8,216,989.98 7,787,842.78 118,957,392.86
. 56045 Complex Business Oomﬂ 1,243,852.15 1,127,876.95 1,929,594.06 1,169,077.48 962,079.98 1,238,893.32 1,681,506.66 1,737,396.38 2,475,585.39 13,655,962.37
{56050 Private Ling Cost 1,679,074.70 1,497,923.34 1,595,198.10 3,018,107.77 1,782,186.44 3,499,621.61 2,320,471.01 5,918,406.31 2,593,523.29 23,904,512.57
56999 Other Long Distance Costs 39,494.31 25,289.67 95,951.28 61,550.11 68,888.09 4,462.38 194,764.77 193,021.33 318,039.84 1,001,461.78
.4..&& Cost of Long Distance 22,089,031.97  23,750,814.85 25,841,180.13  21,115,363.68 17,767,399.99  17,949,113.18  18,475271.17 21,919,662.47  20,498,518.48 189,406,255.92
Other Misceflanecus COGS
59998 E‘mnm:m:méaw ﬁcm» of Gopds Sold 6,216,745.87 8,806,812.65 8,966,191.70  11,649,717.06 6,818,112.41 8,637,562.39 9,074,448.67 7,979,503.30 9,399,101.20 77,548,195.25
Totat 039. E,mnmamaaozm nﬁmm 6,216,745.87 8,806,812.65 8,966,191.70  11,649,717.06 6,818,112.41 8,637,562.39 9,074,448.67 7,979,503.30 9,399,101.20 77,548,195.25
Total Cost of Goods Sold 33,134,160.79  37,953,321.18  40,834,822.09 34,746,930.35 29,153,078.71  31,856,649.85 32,409,362.81 35484,973.76  34,980,300.56 310,553,609.10
Operating Expenses
Salaries and Wages :
61111 Management Wages & Salaries-Regular 1,721,810.37 1,757,902.41 1,707,439.04 1,663,526.25 1,622,672.19 1,661,732.36 1,694,621.25 1,627,040.13 1,678,221.63 15,134,965.63
1112 Management Wages & Salaries-Overtime 1,300.25 1,856.48 1,165.47 1,002.47 605.67 699.37 788.40 1,017.53 1,027.35 9,462.99
671113 Management Wages & Salaries-Bonuses & Awards 363,974.63 601,852.31 345975.24  (1,904,682.55) 198,657.96 1,790,915.77 528,486.04 227,429.85 233,152.69 2,385,761.94
61115 Management salaries-Other 10,779.04 11,011.17 120,468.77 60,750.60 15,908.31 15,854.08 17,137.85 208,771.42 18,762.42 479,443.66
181116 Management Wages & Salaries-Commissions: 101,400.00 112,500.00 190,000.00 170,000.00 170,000.00 (266,481.76) 85,310.00 114,326.54 138,800.00 815,854.78
61121 Non-management salaries-Regular 3,984.00 4,195.20 3,851.04 3,647.52 4,477.44 3,880.80 4,065.60 2,402.40 5,544.00 36,048.00
-61122 Non-management Wages & Salaries-Ovartime 55.50 85.50 0.00 83.70 69.30 0.00 0.00 0.00 0.00 294.00
#1123 Non-management Wages & Salaries-Bonuses & Awards 941.23 98.80 96.20 98.80 60.06 60.06 60.06 80.08 118.04 1,613.33
§1199 Payroill Cleating Account - Project Accounting 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
| .vu.mﬂw.”v Palaries and Wages o 2,204,245.02 2,489,501.87 2,368,995.76 (6,573.21)  2,012,450.93 3,206,660.68 2,330,469.20 2,181,067.95 2,075,626.13 18,863,444.33
| Pension and Benefits
61211 Management Pension (57,249.99) (57,249.99) (298,583.38) (87,416.67) (87,416.67) (87,416.67) (87,416.67) (65,167.00) (65,167.00) (893,084.04)
81213 Healtheare Plans « Active 152,159.65 207,491.29 308,919.93 223,968.29 254,107.21 246,340.94 300,188.09 301,592.74 307,854.41 2,302,622.55
81214 Life Insutance (10,172.78) 14,879.00 2,338.90 2,310.54 3,980.00 583.52 1,956.30 4,006.46 1,707.72 21,589.66
84216 Employee Savings Plan-BeliSouth Retirement Savings P 43,161.08 67,409.01 67,375.17 67,214.76 67,367.09 67,367.09 69,912.93 72,104.96 72,104.96 594,017.05
181217 Employee Savings Plan-BeliSouth Savings and Security 0.00 0.00 0.00 0.00 0.00 0.00 0.00 9.86 9.86 19,72
£1218 Employee Stock Purchase Plans » ESIR 4,643.08 4,580.32 4,368.38 5,108.30 3,792.00 3,675.75 4,761.66 3,303.75 3,215.25 37,448.49
. 81219 Employee Btock Purchase Plans ~ESPR 0,10 0.09 0.09 0.00 0.00 0.00 0.00 0.00 0.00 0.28
81221 Post-Retirement Benefits % 95,166.66 95,166.66 (164.31) 83,250.00 83,250.00 83,250.00 83,250.00 87,667,00 87,667.00 698,503.01
61223 Disabifity-shortterm 7,807.46 7,786.10 7,759.11 7,702.89 22,979.38 22,137.47 40,623.21 21,554.90 23,543.34 161,893.86
| §1224 Disability-fong term 11.69 (0.84) (8.06) (0.73) 67.14 34,73 (97.23) (168.73) (44.47) (206.50)
.vmﬂﬁm Key Manager Benefits : e 750.00 2,410.00 3,167.83 0.00 4,000.00 750.00 575.00 1,0560.00 169.00 12,871.83
£1228 Management Compensated Absences - 24,856.25 10,885.00 0.00 (19,814.15) 570.90 (31,839.00) (16,942.55) 11,728.05 (19,300.90) (39,856.40)
61230 Tuition Aid / National Merit Expense 15,932.28 0.00 0.00 4,083.32 0.00 0.00 0.00 0.00 10,500.00 30,515.60
61231 Stock-Based Compensation : 0.00 0.00 0.00 0.00 0.00 0.00 0.00 149,860.18 149,860.18 299,720.36
61232 Restricted Stock Compensation 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 43,727.92 43,727.92
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“BellSouth ha:h Emﬁan ne.

L Ager L send , 02 Nevioz' | Febios P

mxna 032 m_ﬂm_cu\om mmzo}m G g mo m&m mo ._m 739.42 21,881 wm Am wﬂd om 18,589.96 25,335.65 ww 193. wu 35, Awm 10 20,977.94 247,059.75
40»9_ mmzm_os mﬁa Bepefits - . 327,310.98 372,096.06 117,055.42 305,377.60 371,287.01 330,219.48 434,004.11 622,667.27 636,825.21 3,516,843.14
& m&.a% Taxes
; - $1311 FICA - Employer Fortion 121,723.68 133,676.65 111,502.97 100,645.46 94,950.27 93,933.30 77,252.43 152,906.10 130,159.75 1,016,750.61
$1312 Federal Unemployment : E 461.23 320,97 94.73 73.79 143.83 352.34 434,01 12,308.16 2,535.53 16,733.59
| 61313 State Unemploymant 0.01 0.00 3 (240.40) 0.01 0.00 498.06 1,082.88 3,354.82 264.85 4,960.23
.«2& Payroll Taxes 122,184,92 134,006.62 111,357.30 100,719.26 95,094,10 94,783.70 78,769.32 168,569.08 132,960.13 1,038,444.43
052, Employee mm_snmn mxumsmmm s ,

2105 Airfare. L 3 : : 29,970.31 24,736.33 32,382.36 23,211.72 28,010.00 23,369.50 27,468.76 20,727.68 25,184.25 235,060.91
52115 Lodging : A v 28,661.84 20,888.95 26,168.55 10,983.93 50,622.87 19,473.66 24,140.30 18,679.38 19,186.24 218,805.72
62125 Meals and m:»w;&.n%mnn : 23,365.48 15,555.86 25,273.56 9,385.23 74,134.77 25,286.16 21,843.06 11,557.56 10,831.14 217,232.81
162145 Other travel ; 2,980.59 1,446.69 2,544.91 976.55 1,151.80 1,655.40 2,182.62 17,735.32 2,117.84 32,601.72
62155 Auta 2.9&%33%35 qumnmm R 19,309.32 17,899.91 22,347.71 16,410.72 23,355.52 19,634.36 18,591.16 19,3156.00 17,727.89 174,591.59
62215 Relocation 0.00 0.00 0.00 8,371.00 0.00 0.00 33,126.61 3,197.30 7,362.00 52,056.91
62235 Training and Seminars 7,781.86 2,772.06 (1,882.08) 12,860.00 3,030.00 10,728.19 5,647.97 550.24 1,500.00 42,988.24

1182237 Mesatings & Conferences 27,819.92 (166,287.36) 1,622.24 410.47 28,770.50 30.00 3,084.88 8,536.31 42,272.68 (53,740.36)
62305 Subscriptions. 3 ’ ; 80.79 681.01 1,090.96 209.26 1,269.89 629.44 1,511.58 119,30 82,731.89 88,334.12
£2315 Memberships/Dues - Non-Professional 0.00 190.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 180.00
£2325 Memberships/Dues - Professional - . : 700.00 1,834.00 6,898.00 1,081.00 379.00 (45.00) 0.00 0.00 0.00 10,847.00
2348 Corporate Owned Life Insurance ﬁncro § : 0.00 0.00 0.00 0.00 657.67 164.42 164.42 164.42 164.42 1,316.35

2355 BSLIP Expense 0.00 0.00 0.00 {8,157.33) 0.00 8,157.33 0.00 0.00 0.00 0.00
62894 T&E Clearing Account ~ Projest Accounting (168,016.92) 85,076.01 (32,675.03) 6,891.09 (59,292.07) 0.00 0.00 0.00 0.00 (168,016.92)

- 628848 Incentive & Motivation 1,112.61 111.30 32,07 220.00 873.91 390.00 215.72 150.63 3,305.34 6,411.58

62999 Employee Related - Other {11,280.65) {199,455.55) 1,156.51 32,755.76 3,071.29 3,216.45 1,400.59 73.88 1,173.08 (167,888.64)

L Total Other Employee Related Expenses : (37,504.85) (194,550.79) 84,959.76 115,609.40 156,035.15 112,589.91 139,377.67 100,807.01 213,556.77 690,880.03
Fagilities Expense
$310% Interconnect expense 553,510.00 9,775.35 3,569.04 1,919.04 0.00 113,501.13 0.00 0.00 0.00 682,274.56
$3108 Rent Expense - Facilities : (1,571,106.41) 331,408.32 390,385.72 210,599.21 205,832.78 200,812.26 213,745,86 211,037.74 400,947.56 593,663.04
63107 Wtilities 141,584.20 108,312.62 80,222.17 53,199.13 148,800.78 46,117.39 199,021.00 210,349.41 45,413.81 1,034,029.51

63108 Material and Supplies 0.00 0.00 0.00 0.00 0.00 0.00 113,515.78 (5,154.06) 7,966.61 116,328.33
£3108 Furniture and equipment 1,092.79 14,590.82 12,152.74 4,832.35 18,346.01 12,564.76 9,088.23 8,966.21 337.36 81,971.27
63110 Infrastuciure 2,244,735.39  12,220,986.63 919,839.90 1,406,166.51 379,220.75 1,588,188.99 769,122.98 128,760.42 290,780.99 19,947,812.56
63115 Network Facilities - Rent g 370,135.97 (39,840.44) 270,556.37 264,078.46 256,507.76 262,661.90 249,489.96 309,263.90 218,346.49 2,161,200,37

1,739,951.94  12,646,233.30 1,676,725.94 1,940,794.70 1,008,717.08 2,223,846.43 1,553,983.81 863,223.62 963,802.82 24,617,279.64

- Maintenance Expenses
683201 Buikitng maintenance 3,894.85 48,343.49 12,677.95 (22,206.75) 28,187.68 8,112.77 18,897.26 2,614.82 2,420.08 102,942.13
63202 Office furniture and mncmvamm» maintenance 0.00 0.00 140.12 (8.75) 4,379.78 1,386.11 262.51 341.37 271.37 6,772.51
\ 63204 Hardware maintenance 67,402.37 138,157.26 165,550.65 2,363.72 3,891.07 23,244.86 55,606.30 622,155.82 39,758.93 1,118,130.98
63208 Software maintenance (104,097.72) 286,378.90 234,216.78 801,373.44 183,991.61 546,736.41 642,235.61 470,768.04 353,881.55 3,415,484.62

. $3289 Other maintenance 866,109.94 (833,514.01) {15,214.05) 0.00 72,059.99 24,435.33 70,098.82 39,369.78 6,732.92 230,078.72
Total Maintenance Expenses 833,309.44 (360,634.36) 397,371.45 781,521.66 292,510.13 603,915.48 787,100.50 1,135,249.83 403,064.83 4,873,408.96

e Advertising Expensas

- 84115 Newspaper advertising ! 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

- 84125 Television advertising 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1,450.00 1,450.00

m.ﬁwm Pirect mail advertising . , . 0.00 0.00 0.00 0.00 0.00 0.00 8,375.56 0.00 0.00 8,375.56

64175 Product Promotion. 4 : 0.00 3,050.00 8,242.00 0.00 20,035.60 270,448.45 108,463.77 136,884.24 (10,700.00) 536,424.06

i . i 5,796,154.22 900,928.67 (2,058,499.69) 1,897,582.48 3,346,099.63 6,979,756,14 9,711,653.02 5,943,364.72 1,515,382.24 34,032,421.43

0.00 0.00 0.00 0.00 3,388.72 25,073.90 0.00 1,000.00 15,896.60 45,359.22

84195 Advertising production. ¥ 18,390.32 18,465.17 26,554.78 6,855.00 12,052.71 4,986.88 (39,651.38) (19,357.94) 294,808.69 323,104.23

ioTotal Advertising Expenses ' 3 5,814,544.54 922,443.84 (2,023,702.91) 1,804,437.48 3,381,576.66 7,280,265.37 9,788,840.97 6,061,891.02 1,816,837.53 34,947,134.50
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b0z . PID.

Marketing Expenses SR ?
- 84405 Market research - . S < ot : ; ,597. 0.00 0.00 0.00 41,958,04 0.00 0.00 0.00 86,555.69
64415 Market mwamw.m?nra:ﬁmu Costs’ : 0.00 0.00 0.00 1,879,863.35 988,646.46 1,345,546.43 094,483.17 2,073,017.70 2,400,894.09 9,682,451.20
64438 External Commissions 0.00 0.00 0.00 953,248.34 3,273,201.65 6,019,445.19 3,457,728.52 3,076,586.71 2,600,000.00 19,380,210.41
84489 Qther marketing expense 112,513.44 98,166.00 55,000.00 55,000.00 75,762.38 55,000.00 55,000.00 304,784.44 2,764,048.00 3,575,274.26
_ Total Marketing Expenses. . 157,111.09 98,166.00 55,000.00 2,888,111.69 4,337,610.49 7,461,940.66 4,507,211.89 5,454,388.85 7,764,942.09 32,724,491.56
Data Processing Expenses
65305 Equipment Rents and Leases . o 8 1,624.98 0.00 0.00 0.00 47,821.74 48,586.30 285,70 116,932.28 94,991.75 310,242.75
' 85325 Cantragted Services:Other 44,944.80 17,788.87 29,110.00 39,543.68 0.00 0.00 300.12 23,250.00 0.00 154,937.47
65335 Purchased Software - 18,363.78 {32,681.36) 31,276,09 4,562.06 40,995.54 133.43 54,309.31 28,698.19 13,444.66 169,102.70
5399 Data Processing Expensa-Other i 348,801.85 (1,145,705.47) 70,252.84 180,086.21 29,766.13 126,904.03 55,218.38 (4,607.43) 212,058.20 (127,216.26)
169212 Project Acconnting Expenses - Direct 409,591.75 639,917.81 641,144.50 560,823.87 1,924,429.60 988,268.29 2,330,507.56 1,140,743.49 659,481.10 9,294,907.97
§9993 Aliceation for General Querhead Costs (BTG Only) 309,862.50 208,167.40 50,613.78 1,289,806.47 501,931.54 535,129.28 699,857.49 839,363.29 691,313.20 5,216,044,95
69210 Ongoing Proj Acclg Exp (BTG Only) 3,785,291.85 (2,324,046.84) 1,516,226.36 824,672.45 459,383.49 801,160.46 2,953,876.34 505,481.76 183,765.08 8,705,810.95
Total Data Processing Expanses 8 ¢ 4,918,481.51 (2,546,559.58)  2,338,623.57 2,899,504.74 3,004,328.04 2,500,181.79 6,094,354.90 2,649,862.58 1,855,053.99 23,713,831.53
Depreciation and Amortization Expenses
66001 Amortization - Non-Network Leasehold improvements 176,078.58 176,078.58 180,698.55 217,374.33 201,095.20 200,976.92 202,502.48 204,315.46 216,891.86 1,776,011.96
66003 Amortization - Network Leasshold improvements 337.41 337.41 337.41 337.41 337.41 337.41 337.41 337.41 337.41 3,036.69
#6013 Amortization « Network Software Developed 5,000.00 10,128.13 7,061.25 7,051.25 7.051.26 7.051.25 7,051.27 7,051.25 7,051.25 64,486.90
\ 66015 Amartization s Network Sofiware Purchased 316,589.90 297,502.94 297,502.94 264,080.62 228,969.59 227,026.59 114,022.86 124,395.77 50,426.30 1,820,517.561
68017 Amortization = Non-Network Software Developed 432,304.73 3,616,851.15 859,443.55 303,689.39 503,778.16 455,478.33 451,304.33 447,716.19 446,377.95 7,516,943.78
- $6021 Amortization - Non-Network Software Purchased 116,934.28 130,795.10 133,616.21 132,571.13 128,162.70 128,786.01 126,236.64 120,138.87 119,992.96 1,137,233.90
66205 Depr - Other Equipment 351.44 351.44 35144 351.44 351.44 351.44 351.43 351.44 351.44 3,162.95
66301 Depr ~ Office Furniture 12,325.97 12,971.29 12,971.29 12,971.29 12,971.29 12,971.29 12,972.05 12,971.29 12,324.46 115,450.22
- 66302 Depr - Office Equipment 4,335.88 4,335.88 4,335.88 4,335.88 4,430.14 4,373.32 4,373.46 4,373.32 4,186.84 39,080.60
86401 Depr - Data Processing Equipment 254,496.41 239,067.58 252,5695.77 261,718.15 127,314.78 182,365.80 177,478.82 435,077.83 275,386.82 2,205,501.96
- §6403 Depr - Communications Equipment 7,380.34 6,889.05 6,889.05 10,457.88 7,608.73 7,842.05 7,842.05 7,842.05 6,702.70 69,453.90
66701 Depr « Switching Equipment 1,035,721.44 889,738.66 994,124.35 833,077.14 838,372.34 883,744.07 785,933.05 901,997.64 934,633.29 8,097,341.98
66703 Depr ~ Transmission mnz_ﬁ S G 332,136.27 294,705.46 318,633.79 327,773.55 331,508.87 329,717.37 330,589.67 330,384.34 330,193.61 2,925,642.93
86721 Dept - DCME 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
86723 Depr - Transport ATM i 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
© 86797 Depr» Other Plant Equipment 24.29 24.28 24.29 24.29 24.29 24.29 24.29 24.29 24.29 218,61
Total Depreciation and Amartization Expenses 2,694,016.94 5,679,776.96 3,068,575.77 2,375,813.75 2,391,976.19 2,441,046.14 2,221,019.81 2,596,977.15 2,404,881.18 25,874,083.89
L Oparating Taxes L
G7108 Property Taxes 91,666.67 120,518.09 91,666.67 91,666.67 91,666.67 91,666.67 91,666.67 113,333.33 113,333.33 897,184.77
67115 Franchise Taxes . . 6,574.00 20,00 10,158.00 10,816.00 72,264.00 29,047.00 (27.00) 22,136.25 151,188.25
" 67135 Sales and Use Taxes 5 : : 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 21,754.24 21,754.24
. 87199 Other TaxesandFees + 1o 275.00 8,885.44 0.00 0.00 0.00 66.21 45.00 1,602.49 0.00 10,874.14
Total Operating Taxes ; 92,141.67 135,977.53 91,686.67 101,824.67 102,482.67 163,996.88 120,758.67 114,908.82 157,223.82 1,081,001.40
- Qther Operating Expenses .
89204 General Service Billing Expense - Advertising 643.74 1,016.29 523.72 43.65 19.65 456.02 1,666.25 48.33 8,807.31 13,224.96
269208 General Service Billing Expense - BEC HQ Alt Other 390,174.28 468,257.59 494,653.89 458,112.22 381,881.37 237,222.94 362,625.34 642,244.60 507,436.82 3,942,609.05
- 69206 General Services Billings Expense -DC 45,074.71 33,624.34 30,344.91 32,531.21 30,970.53 28,262.00 19,792.87 20,228.38 12,074.63 253,903,58
69207 /G Corporate Allocation ! o5 0.00 0.00 1,145,527 42 0.00 0.00 1,197,682.72 (0.02) 0.00 0.00 2,343,210.12
89208 Billing and Collection Fees : 526,604.86 1,342,320.76 2,620,036.29 (686,065.04)  2,270,532.84 3,199,703.89 4,560,901.26 4,844,902.17 6,559,370.73 25,238,307.76
i 69200 PONS Expense & 3 17,500.00 (3,150.00) (114,330.00) (54,515.00) 0.00 (3,020.00) 0.00 0.00 0.00 (157,515.00)
69211 BASC Service Charges 25,209.89 28,188.40 29,568.58 27,542.99 21,782.19 28,921.12 4,357.58 72,967.62 33,917.61 272,455.98
£9216 Lobbying Expense Billed by DC 6,168.90 6,329.36 10,053.05 767273 6,636.80 6,317.89 6,193.56 3,447.66 7.834.78 60,654.73
£9305 Bad debt expense » Traditionat 629,556.79 733,921.62 1,513,974.20 788,269.19 1,395,069.46 1,704,362.89 3,933,066.26 2,378,141.31 3,189,884.18 16,266,245.80
69415 Expense Raimbursement - PA < 903,193.54 388,811.75 2,430,582.10 2,875,124.76 2,945,323.71 2,986,604.23 6,153,761.34 1,188,868.44 2,560,724.04 22,432,993.91
180508 Intellectual Property Expense - External 1,828,406.00 1,732,973.00 3,774,5632.00 23,072.00 1,750,820.00 1,830,254.00 0.00 0.00 0.00 10,940,057.00
" $8515 Inteliectual Property Expense « Internal 0,00 0.00 0.00 0.00 0.00 0.00 1,824,108.00 2,254,138.00 2,234,702.00 6,312,948.00
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mmtmoﬁr Long Distance, Inc.
“Income Statement
For the :..:m.:.oi: period en m& Fe Eﬁwa\ 21

D -

Feb-03

: P i ! G ( Ry : Sep-02 @ ‘De : ;
mmw:w ‘Ground mzﬁmm S . e i 0.00 0.00 37.32 0.00 Amq mmv 5.42 0.00 542
62805 ....ﬁmn@i«s:zamwo:m e e : : 94,037.85 256,501.10 87,319.98 88,046.71 66,967.11 100, Amm 61 47,889.13 (160,897.27) 21,562.47 601,895.69
89007 Insurance : SR - 0.00 0.00 (4,223.00) 286.00 0.00 0.00 0.00 1,600.00 275,905.36 273,568.36
69908 Lagal fees other Qma M&A 2,117.82 22,575.10 1,795.01 48,965.09 4,425.00 2,302.87 8,684.56 1,043.72 5,446.64 97,355.,81
88811 Charitable contributions 824.50 1,180.28 12,188.50 (824.50) 3,428.03 375.00 380.53 375.00 0.00 17,927.34
-1 68913 Office Supplies and Printing 15,935.19 17,832.48 40,025.55 (2,041.86) 25,936.96 11,180.21 11,321.50 13,512.05 33,346.57 167,048.65
. 69915 Postage, Freight, and noce@« 43,775.40 34,126.38 209,407.30 28,970.45 21,022.78 5,803.63 7,073.08 7,220.81 3,318.20 360,718.03
$9917 Seftware License Fee: 208,968.57 (206,961.25) 0.00 0.00 29,722.60 0.00 642,120.32 6,612.78 (4,921.84) 675,541.18
+E0821 Permits and Other Fees . 611,062.00 (791,156.02) 55,768.98 (53,828.18) 247.00 16,504.98 0.00 150.00 0.00 (161,251.24)
£8923 Fines and Penaities & ¥ 0.00 0.00 0.00 25.00 250.00 665.73 22.50 698.60 0.00 1,661.83
169925 Business Gifts >325 4,764.95 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 4,764.95
89927 Temperary Help.. . e s ; 28,485.36 15,166.17 51,808.31 18,631.03 34,161.74 15,446.25 30,396.15 14,744.62 17,118.65 225,956.28
69835 Vendor Prats-Solutions . wE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
£9843 Professional Services other ?uﬁ MEA 2,347,676.03 3,060,894.04 5,110,393.75 8,160,242.35  12,754,376.03 9,684,525.79 (2,924,060.20) 6,416,960.33 8,334,645.29 52,945,653.41
69845 Auditing Services 0.00 0.00 250,00 0.00 0.00 0.00 0.00 0.00 0.00 250.00
$0947 Bank Service Fees : 0.00 0.00 0.00 0.00 0.00 0.00 20.00 849.82 133.92 1,003.74
© 63992 Restructure Charge . {990.08) 0.00 49,600.00 23,813,055.95 (1,000,000.00) (48,468.29) 651,443.55 0.00 1,000.00 23,465,641.13
£9992 Miscellaneous expense (4,476,065.47)  (6,968,650.15) 345,457.11 (261,308.29) (61,268.90) 217,236.15 202,239.29 455,617.34 261,965.22 (10,284,777.70)
- £9210 Ongoing Proj Acstg Exp {excl BTG) (2,830,882.46) 3,225,365.67 219,831.54 257,232.98 286,615.57 634,673.39 277,708.27 195,954.90 339,365.00 2,605,862.86
ﬁ%ﬁ.gﬁws Operating Expenses 422,242.37 3,399,166.81 18,115,124.561  35,560,241.44 20,968,883.15 21,858482.02 15,821,714.564  18,350,420.21  24,403,637.58 158,917,921.63
.ﬂa»& Operating Expenses Sat 52,422,205.36  60,728,045.43  67,236,595.33  83,724,313.53  67,276,030.31  80,134,587.39  76,286,968.00 75,794,016.15 77,808,712.64 641,412,374.14
2_@”.&«5.3%:& .snoamv (11,181,015.62) (14,728,988.05) (19,275,104,25) (41,776,485.25) (23,139,852.86) (36,735,673.51) (22,511,920.34) (21,922,117.51) (22,539,244.70) (213,810,402.09)
[interest income
\ um‘:w interest Ingome ﬁs/._mmﬁam:”m mnzmm to or fess than 8 0.00 11.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 11.00
: .ﬁaﬁ. _s»a«.mm» “:acm,.a Lt i 0.00 11.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 11.00
: E_mom:m:moam 9:2 533»
79113 Sales Tax Commission Revenue . 2,033.69 3,756.81 3,479.31 5,766.31 2,394.55 1,575.24 3,535.58 4,254.46 1,990.44 28,786.39
| 79994 Other Non-Operating Income ; 0.00 0.00 0.00 2,211.38 0.00 0.00 0.00 0.00 0.00 2,211,38
: Total MisceHangous Other income : ) 2,033.69 3,756.81 3,479.31 7,977.69 2,394.55 1,575.24 3,535.58 4,254.46 1,980.44 30,997.77
._.nnw_ O..g« income 2,033.69 3,767.81 3,479.31 7.977.69 2,394.55 1,575.24 3,535.58 4,254.46 1,990.44 31,008.77
gﬁm.. mxcmzmmm
Interest Expenses..
- 81131 Interest Expense » aw«m.‘qmn Compensation 2,970.33 0.00 0.00 (24,382.12) (25,125.30) 0.00 (1,980.20) 0.00 13,851.25 (34,666.04)
81433 Interest Expense - Non Qualifisd Deferred Compensati 2,076.25 2,076.25 (2,298.75) 7,648.96 2,076.25 3,314.83 12,695.42 2,695.44 2,695.44 32,980.09
81149 Interest Expense Related to Capital - Capitalized (11,948.67) (13,030.27) 36,558.94 {4,360.90) (4,644.21) (337.13) (4,793.72) 0.00 (20,183.75) (22,739.71)
£1199 Interest Expense  Other 0.00 (54.43) 0.00 2.00 188.00 0.00 237,157.84 245.59 0.00 237,539.00
| ﬁ&w_ interest mé,mgmm e N (6,902.09) (11,008.45) 34,260.19 (21,092.06) (27,505.26) 2,977.70 243,079.34 2,941.03 (3,637.06) 213,113.34
a»w%romwmw on Fixed Assels.
‘81311 Proceeds from Sale of Assels 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
81312 {Gain)iLoss on 8ale of Assets . ; 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1,219.25 241,820.28 243,048.53
“Total (GainLosses on Fixed Assets : : 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1,219.25 241,829.28 243,048.53
Foraign Currency (Gains)Losses
81321 Realized Revaluation Foreign Currency (Gains)/Losses 0.00 0.00 0.00 ~ 0.00 0.00 0.00 0.00 0.00 0.00 0,00
PRIVATE/PROPRIETARY

Contains Private and/or Proprietary Information.
May Not be Used or Disclosed Outside of BellSouth Companies
Except Pursuant to a Written Agreement.



Attachment 2.A

BeliSouth Long Distance; Inc.
) X Income Statement . e
For the nine-month period ended February 28,2003 .

Dec0Z . Jan-03 . Feb:03. - PTD

Jul02: Sep:02
0.00 0.00 0.00 0.00 0.00 0.00
(6,902.09) (11,008.45) 34,260.19 {21,082.06) (27,505.26) 2,977.70 243,079.34 4,160.28 238,192,22 456,161.87
Net .:,,Scﬁm Before Extraordinary
and Delayed items and Taxes . (11,172,079.84) (14,714,211.79) (19,305,885.13) (41,747,415.50) (23,109,953.05) (36,737,075.97) (22,751,464.10) (21,922,023.33) (22,775446.48) (214,235,555.19)
tin mBm mw%c«w Taxes . : (11,172,079.84) (14,714,211.79) (19,305,885.13) (41,747,415.50) (23,109,953.05) (36,737,075.97) (22,751,464.10) (21,922,023.33) (22,775,446.48) (214,235,555.19)
income ._..uxma :
Federal Income Taxes : :
187111 Federal Income Tax ~ Current ; (4,439,435.48)  (7,252,705.95) (2,746,137.07) (7,084,621.21) (7,212,059.16) (28,556,728.64) (6,841,504.21) (7,082,854.49) (10,922,075.15) (82,138,211.36)
| 87118 FIT on Biannual Corp Alfocation Expense 0.00 0.00 (447,901.22) 0.00 0.00 (468,293.94) 0.00 0.00 0.00 (916,195.16)
81118 Faderal Income Tax - Deferred 1,052,187.00 2,127,070.00 (3,132,035.00)  (6,444,167.00}) (332,676.00) 16,948,033.00  (3,001,851.00) (76,758.00)  3,005,270.00 10,145,073.00
‘_.2! mmam.ﬁ.” Encaw,.«mxmm TR . : (3,387,248.48)  (5,125,635.95)  (6,326,073.29) (13,528,788.21) (7.544,735.16) (12,076,989.58) (9,843,44521) (7,159,612.49) (7,916,805.15) (72,909,333,562)
State and ron&.&mw«w&mm Tax :
187211 State and Local income Tax - Current: - L 0.00 0.00 0.00 0.00 0.00 (912,151.00) 0.00 0.00 0.00 (912,151.00)
7221 State and ,rc,nm,_ income Tax ~ Defarred : (698,044.89)  (1,040,504.79)  (1,220,166.46)  (3,087,650.64) (1,552,301.68)  (1,028,931.68) 6,184,577.07  (1,100,714.33) (709,741.12) (4,253,568.52)
Aﬁw.w. mﬁnm,,wzn Local Oﬂm..ﬁ:,..w Tax : Tt (698,044.89)  (1,040,594.79)  (1,220,166.46)  (3,087,650.64) (1,552,301.68) (1,941,082.68)  6,184,577.07 (1,100,714.33) (709,741.12) (5,165,719.52)
,.q_,cn,m_.dwu&m St o (4,085,293.37)  (6,166,230.74)  (7,546,239,75) (16,616,438.85) (9,097,036.84) (14,018,072.26) (3,658,868.14)  (8,260,326.82) (8,626,546.27)  (78,075,053.04)
.Zm,». En«,.v:‘.m,v Sana ,. N v St (7,086,786.47)  (8,547,981.05) (11,759,645.38) (25,130,976.65) (14,012,916.21) (22,719,003.71) (19,092,595.96) (13,661,696.51) (14,148,900.21) (136,160,502.15)
PRIVATE/PROPRIETARY

Cantains Private and/or Proprietary Information,
May Not be Used or Disclosed Outside of BeliSouth Companies
Except Pursuant to a Written Agreement.



BelSouth Long Distance, Inc.
Balance Sheet
February 28, 2003

Current Period
Balance

FEB-2003

{Assets

Current Assets
Freasary Peosition
11131 Project Accounting Treasury Position Account
11195 Unapplied Cash
Tetal Treasury Position

Accounts Receivable

11211 A/R - Trade

11215 A/R ~ Unbilled

11231 A/R - Affiliates

11235 A/R - Executive Benefits
11240°A/R - Wholesale
11260 STD/VEBA Billing
11291 A/R - Settlement
11295 A/R - OAN Settlement
11298 A/R - Other

Total Accounts Receivable

Allew. for Doubtful Accounts

11311 Allowance for Doubtful Accounts - Trade
11321 Alewance for Doubtful Accounts - Other
11381 Allowance for Adjustments

Total Allow. for Doubtful Accounts

Prepaid Expenses

31821 Prepaid Rents

11831 Prepaid Insurance - Other than Life
11899 Prepaid - Other

11999 Other Current Assets

‘Total Prepaid Expenses
Total Current Assets

Non-Current Assets
Operating Equipment
12205 Otber Equipment
Total Operating Equipment

Furniture and Fixtures

12301 Office Furniture

12362 Office Furniture - Clearing
12303 Office Equipment

‘Fotal Furniture and Fixtures

Data Processing and Communications Equip.
124901 Data Processing Equipment

12402 Data Processing Equipment ~ Clearing
12493 Communications Equipment

12464 Communications Equipment - Clearing
Total Data Processing and Communications Equip.

Plant Equipment

12781 Switching Equipment

12792 Switching Equipment - Clearing
12795 Transmission Equip.

12706 Transmission Equip. Clearing
12721 DCME

12723 Transport ATM

12727 Fiber Cable

12797 Other Plant Equipment

‘Total Plant Equipment

Accumulated Depreciation

13205 A/D Other Equipment

13301 A/D Office Furniture

13303 A/D Office Equipment

13401 A/D Data Processing Equipment
13403 A/D Communications Equipment
13761 A/D Switching Equipment
13765 A/D Transmission Equip.

13721 A/D DCME

13723 A/D Transport ATM

13727 A/D Fiber Cable

13797 A/D Other Plant Equipment
Total Accumulated Depreciation

Amortizable and Intangible Assets
14061 Non-} k1 fiold Imp
14602 Non-Network 1 hold Imp ~ Clearing

14003 Network Leasehold Improvements

(1,636,301.51))
(439,956.98))

(2,076,258.49)|

4,745,041.09
30,305,138.17
74,859,169.47
(1,068.00)
35,600,095.73
7,255.42
(18,265.31)|
(564,822.47)
(12,650,296.43),

132,372,247.67

(110,074.55)
(25,760,269.21)|
(12,393,651.33)|

(38,263,995.09)]

269,098.49
4,587.65
4,613,347.71
38,601.35

4,925,635.20

96,957,629.29

27,895.79

27,895.79

1,401,142.02
(1,444.95)|
258,733.94

1,658,431.01

18,581,833.65
617,911.92 .
467,321.07 :
91,770.00

19,758,836.64

110,440,472.39
5,209,828.73
19,248,561.89
52,223.80

0.00

0.00
3,200,000.00
2,914.31

138,154,001.12

(4,438.13)
(567,821.07)
(112,761.39)

(11,401,653.44)
(130,897.41)

(18,658,218.60),

(7,479,418.26)
0.00
0.00
(3,200,000.00)
(595.06)

{41,555,803.36)

23,813,827.50
(55,819.28)|
40,489.04

PRIVATE/PROPRIETARY
Contains Private and/or Proprietary |nformation.

May Not be Used or Disclosed Outside of BellSouth Companies

Except Pursuant to a Written Agreement.

Attachment 2.B



BellSouth Long Distance, Inc.

Balance Sheet

February 28, 2003

Current Period

Balance

FEB-2003

14013 Network Seftware-Developed 303,075.24

14015 Network Software-Purchased 10,534,105.02
14016 Network Software-Purchased-Clearing 1,249,059.49
14017 N k Pt 40,969,845.10
14018 Nen-Network Sofiware-Developed-Clearing 788,772.00

14021 Non-Netweork Software-Purchased 4,947,032.81
14022 Non-Network Software-Purchased-Clearing (14,513.21))

‘Total Amortizable and Intangible Assets 82,575,873.71

Accamulated Amortization

15001 Accumulated Amortization Non-Network Leasehold Impro (7,733,960.39)|
15603 Accumulated Amortization Network Leasehold Improveme (8,547.53)
15013 Accumulated Amortization - Netwerk Software - Develo (161,986.90)|
15015 Accumulated Amortization - Network Software - Parcha (8,440,889.59)i
15017 Accumulated Amortization - Non-Network Software - De (26,044,156.54)|
15021 Accumulated Amertization - Non-Network Software - Pu (3,303,041.99)|
15033 Accumulated Amortization - SERP 0.40

Total Accumulated Amortization

Construction In Progress
16661 Construction in Progress (For PA use only)
16003 Construction in Progress - Accruals

Total Construction In Progress

Deferred Charges
19323 Long Term Prepaid Pension Costs
Total Deferred Charges

Other Non-Current Assets
19901 Cash Surrender Value - Company Owned Life Insurance

Total Other Non-Current Assets
Total Non-Current Assets

Total Assets

Liabilities

Current Liabitities
Accounts Payable
21112 A/P - Aifiliates
21119 Accrued A/P Trade

Total Accounts Payable

Advance Billings & Deposits

21512 Advance Billings/Unearned Income
21513 Deposits Held

Total Advance Billings & Deposits

Accrued Expenses.

21711 Salary, Wages, & Benefits Accrued
21716 Accrued Sales Commissiony

21721 Lump Swn Perfermance Award Accrued
21773 Accrued Compensated Absences

21792 Accrued Restructuring Liability

21799 Accrued Other Expenses

Total Accrued Expenses

Taxes Payable

21816 Preperty Taxes Payable

21817 Sales and Use Taxes Payable

21819 Gress Receipts Taxes Payable

21821 Federal Excise Taxes Payable

21822 Other Non-Income Taxes Payable

21824 Federal Income Taxes Payable-Current
21826 State & Local Income Taxes Payable-Current

Total Taxes Payable

Total Current Liabilities
Non-Current Liabilities

Aceuim, Deferred Income Tax-Federal
22211 ADIT-Federal Operating
Total Accum. Deferred Income Tax-Federal

Accum. Deferred Income Tax-State & Local
22311 ABIT-State and Local Operating

22312 ADIT-State and Lecal Valuation Allowance
Total Aceum. Deferred Income Tax-State & Local

(45,692,582.54)]

4,061,806.48
550,000.00

4,611,806.48

188,000.00

188,000.00

147,086.02

147,086.02

159,873,544.87

256,831,174.16

50,484,798.63
68,891,900.10

119,376,698.73

388,679.47
155,000.00

543,679.47

6,491.42
277,600.00
3,434,999.41
1,064,645.25
7,426,397.57
16,510,979.86

28,721,113.51

311,941.88
3,078,275.64
0.00
(2,918,577.15)
(231,047.83)
(30,834,223.27)
170,058.00

(30,423,572.73)

118,217,918.98

18,368,172.35

18,368,172.35

(45,523,937.12)
9,461,111.11

(36,062,826.01)

PRIVATE/PROPRIETARY
Contains Private and/or Proprietary Information.
May Not be Used or Disclosed Outside of BeliSouth Companies
Except Pursuant to a Written Agreement.
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BellSouth Long Distance, Inc.
Balance Sheet

February 28, 2003
Current Period
Balance
FEB-2003
Deferred Compensation

22412 Non-qualified deferred income plan 128,925.82
22415 Deferred compensation-Stock Units 94,009.85
22416 Deferred compensation-Cash 231,758.90
Total Deferred Compensation 454,694.57

Accraed Pension Liability

22511 Non-Represented Pension Plan
22512 Represented Pension Plan
Total Accrued Pension Liability

Accrued VEBA Contributions
22611 Post-Retirements Benefits (OPRB)

Total Accrued VEBA Contributions

Supplemental Executive Retirement and Awards Liability
22812 SERP-Regular
“Total Supplementa} Executive Retirement and Awards Liability

Miscellaneous Deferred Credits and Other Liabilities

22913 Casualty Loss Reserve - IBNR
Total MisceHaneous Deferred Credits and Other Liabilities

Total Non-Current Liabilities

Total Liabilities

Stockheders Equity

Additionat Paid in Capital

32111 Additional Paid in Capital-T pany
32114 Additional Paid in Capital-Common Stock
Total Additional Paid in Capital

Retained Earnings
39111 Retained Earnings-Beginning of Yr

Retained Earnings - Carrent Year Net Income
‘Total Retained Earnings

Total Stockholders Equity

‘Total Liabilities and Stockholders Equity

(792,192.87)
(84,000.00)

(876,192.87)

1,370,729.08

1,370,729.08

2,885,925.84

2,885,925.84

(6.20)

(6.20)

(13,859,503.24)|

104,358,415.74

584,453,568.77
1,500.00

584,455,068.77

(295,821,808.20)|

(136,160,502.15)f

(431,982,310.35)]

152,472,758.42

256,831,174.16

PRIVATE/PROPRIETARY
Contains Private and/or Proprietary Information.
May Not be Used or Disclosed Outside of BellSouth Companies
Except Pursuant to a Written Agreement.
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ISSUANCE DATE: 12/18/2003 Attachment 3
REQUEST NUMBER: 03352544
. .S.ecre?ary'of State. TELEPHONE CONTACT: (615) 741-6488
Division of Business Services CHARTER/QUALIFICATION DATE: 08/29/1996
312 Eighth Avenue North CORPORATE CEXBERATION DATE: PERPETUAL
6th Floor, William R. Snodgrass Tower CONTROL NUMBER: 0317009

Nashville, Tennessee 37243 JURISDICTION: DELAWARE

T0: REQUESTED BY:

STOKES & BARTHOLOMEW STOKES & BARTHOLOMEW
424 CHURCH ST 424 CHURCH ST
NASHVILLE, TN 37209 NASHVILLE, TN 37209

CERTIFICATE OF AUTHORIZATION

A CORPORATION FORMED INIEHETx¥E¥SDICTION SET FORTH ABOVE, IS AUTHORIZED TO

THAT ALL FEES, TAXES, AND PENALTIES OWED TO THIS STATE WHICH AFFECT THE
AUTHORIZATION OF THE CORPORATION HAVE BEEN PAID:

&?#E ¥H§SM8§;IEEQEREDCORPORATION ANNUAL REPORT REQUIRED HAS BEEN FILED
THAT AN APPLICATION FOR CERTIFICATE OF WITHDRAWAL HAS NOT BEEN FILED.

FOR: REQUEST FOR CERTIFICATE ON DATE: 12/18/03
FEES

EROM: RECEIVED: $20.00 $0.00

STOKES & BARTHOLOMEW (424 CHURCH/FL 28) TOTAL PAYMENT RECEIVED: $20.00

424 CHURCH STREET

28TH FLOOR RECEIPT NUMBER: 00003395817

NASHVILLE, TN 37219-0000 . ACCOUNT NUMBER: 00001566

A Dot

RILEY C. DARNELL
SECRETARY OF STATE

S5-4458
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Attachment 7.B.1

[L

PROCESS FOR SECTION 272 TRANSACTIONS

RULE:

ALL BST/BSLD transactions must be conducted on an arm’s length basis, reduced to writing,
and made available for public inspection in accordance with FCC requirements.

6a.

The service/asset providing company’s Business Personnel obtains Executive Directive No. 8 approval;

The company providing the proposed service/asset reduces to writing the proposed service/asset specifications
into an agreement “Final Draft” and “Transaction Summary” of the proposed transaction;

The service/asset providing company’s legal department forwards the Final Draft and Summary Description to
the service/asset receiving company’s legal representative;

Each legal representative coordinates internal review of the Final Draft and Transaction Summary of the
proposed transaction;

Upon completion of internal reviews by both the providing and receiving companies of the Final Draft and
Transaction Summary,

(a) the BSLD legal representative advises its Business Personnel to proceed, and
(b) the BST legal representative advises its Business Personnel to proceed;

Business Personnel from both the service/asset providing and recipient companies secure signatures approving
Final Draft with Transaction Summary using either a SERIAL SIGNATURE PROCESS or CLOSING process;

SERIAL SIGNATURE PROCESS

i) BST’s Business Personnel secures signature of appropriate company official on two (2) duplicate originals
of the Final Draft;

i) BST’s Business Personnel forwards signed duplicate originals with Transaction Summary to the Business
Personnel of BSLD;

iti) BSLD’s Business Personnel secures signature of appropriate company official on two (2) duplicate
originals of the Final Draft;

iv) BSLD’s Business Personnel

(a) forwards one (1) signed original agreement/amendment with Transaction Summary to BST’s legal
representative,

(b) retains one (1) copy of the signed original agreement/amendment with Transaction Summary for
departmental reference file, and

(c) forwards one (1) signed original agreement/amendment with Transaction Summary of the approved
agreement/amendment and electronic copies of the signed agreement/amendment and Transaction
Summary to the BSLD Contract Manager-Business Implementation & Compliance;

v) BST’s legal representative

(a) forwards one (1) copy of the signed original agreement/amendment with Transaction Summary to the
appropriate business personnel of BST,

(b) forwards one (1) copy of the signed original agreement/amendment with Transaction Summary to
BST’s Manager-Regulatory responsible for maintaining the required publicly available BST copy of
the BST/BSLD affiliate transactions, and

(¢) retains one (1) signed original agreement/amendment with Transaction Summary.
NOTE: BSLD = BellSouth Long Distance, Inc., BST = BellSouth Telecommunications, Inc.

Page 1 of 2



Attachment 7.B.1

PROCESS FOR SECTION 272 TRANSACTIONS

(Continued)

6b. CLOSING PROCESS — Business Personnel and signing officials from both BSLD and BST meet at a mutually
agreeable time and place to approve and affix signatures to the two (2) duplicate originals of the Final Draft with
Transaction Summary. Each signing company’s Business Personnel retains one (1) signed original with
Transaction Summary and distributes/processes accordingly.

i) BSLD’s Business Personnel

(a) forwards one (1) signed original agreement/amendment with Transaction Summary to BST’s legal
representative,

(b) retains one (1) copy of the signed original agreement/amendment with Transaction Summary for
departmental reference file, and

(c) forwards one (1) signed original agreement/amendment with Transaction Summary of the approved
agreement/amendment and electronic copies of the signed agreement/amendment and Transaction
Summary to the BSLD Contract Manager-Business Implementation & Compliance;

ii) BST’s Business Personnel

{a) forwards one (1) signed original agreement/amendment with Transaction Summary to the BST legal
representative, and

(b) forwards one (1) copy of the signed original agreement/amendment with Transaction Summary to
BST’s Manager-Regulatory responsible for maintaining the required publicly available BST copy of
the BST/BSLD affiliate transactions.

7. BSLD’s Contract Manager-Business Imp lementation & Compliance posts the approved agreement/amendment
and Transaction Summary to the BellSouth Public Policy Transactions internet site within 10 days of execution
by both BSLD and BST;

8. The BST Manager-Regulatory maintains, in an area available for public inspection, a copy of the approved
agreement/amendment with Transaction Summary and a statement certifying the truth and accuracy of such
disclosures.

Questions concerning this process should be directed to the BellSouth Long Distance, Inc. Legal Department
or
BeliSouth Telecommunications, Inc. Legal Department, Senior Counsel-Affiliated Transactions

NOTE: BSLD = BellSouth Long Distance, Inc., BST = BellSouth Telecommunications, Inc.

Page 2 of 2
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Attachment 7.C.1

PROCESS FOR COMPLETED or TERMINATED

SECTION 272 TRANSACTIONS

RULE:

ALL BST/BSLD transactions must be conducted on an arm’s length basis, reduced to writing,
and made available for public inspection in accordance with FCC requirements.

10.

11.

Business Personnel of the company providing the service/asset prepares a “Letter of Termination”
for a transaction that is being terminated in advance of the expected completion date;

Business Personnel of the company providing the service/asset provides their company’s legal
department representative supporting the transaction with two (2) duplicate originals of the proposed
Letter of Termination;

The service/asset providing company’s legal representative forwards one (1) COPY of the
proposed Letter of Termination to the service/asset receiving company’s legal representative;

Each legal representative coordinates internal review of the proposed Letter of Termination;

Upon completion of internal reviews by both the providing and receiving companies, the legal
representative of the service/asset providing company advises Business Personnel to proceed;

Business Personnel of the company providing the service/asset secure the appropriate signature on
both (2) duplicate originals approving the Letter of Termination;

The legal representative of the service/asset providing company forwards one (1) signed original of
the Letter of Termination to the service/asset receiving company’s legal representative;,

The BST legal representative forwards one (1) copy of the signed original Letter of Termination to
the appropriate BST business personnel and one (1) copy of the signed original Letfer of
Termination to the BST Manager-Regulatory responsible for maintaining the required publicly
available BST copy of the BST/BSLD affiliate transactions;

The BSLD legal representative forwards one (1) copy of the signed original Letter of Termination
to the appropriate BSLD business personnel and the signed original Letter of Termination to the
BSLD Contract Manager-Business Implementation & Compliance;

The BSLD Contract Manager-Business Implementation & Compliance relocates the completed or
terminated agreement from the active transactions section of the internet site to the terminated
transactions section of the internet site and retains the original Letter of Termination. (Note:
Agreements completing as scheduled per the agreement terms require written notification of
completion to the BSLD Contract Manager to authorize movement of the agreement listing
from the Active Transactions to the Terminated Transactions section of the internet site.)

The BST Manager-Regulatory maintains, in an area available for public inspection, the completed or
terminated agreement/amendment with Summary Transaction, ‘“Letfer of Termination”, and a
statement certifying the truth and accuracy of such disclosures.

Questions concerning this process should be directed to the BellSouth Long Distance, Inc. Legal Department
or
BellSouth Telecommunications, Inc. Legal Department, Senior Counsel-Affiliated Transactions

NOTE: BSLD = BellSouth Long Distance, Inc., BST = BellSouth Telecommunications, Inc.

Page 1 of1
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Attachment 7.D

BSLD’s Internal Process
for
Posting and Relocating Section 272 Transactions
to and within the
BellSouth Public Policy Transactions Internet Site

BSLD’s Contract Manager-Business Implementation & Compliance obtains a signed original and
electronic copy (MS Word) of agreement/amendment with Transaction Summary, completion notification,
or Letter of Termination from BSLD’s Business Personnel.

BSLD’s Contract Manager-Business Implementation & Compliance enters signature information into
electronic (MS Word) copy of agreement/amendment.

BSLD’s Contract Manager-Business Implementation & Compliance converts electronic (MS Word) copy
of agreement/amendment in to an Adobe PDF document or scans original signed copy of
agreement/amendment in to an Adobe PDF document.

BSLD’s Contract Manager-Business Implementation & Compliance prepares an e-mail with posting or
relocation instructions, agreement/amendment effective date, and agreement/amendment title and attaches
PDF copy of agreement/amendment and Transaction Summary. E-mail is sent to request@idi.net for
internet posting to or relocation within the BellSouth Public Policy Transactions internet web site as well as
cc: to BSLD’s Director, Business Implementation & Compliance and BST’s Manager-Regulatory. (Note:
The cc: serves as notification to concerned parties that a new Section 272 Transaction is being posted to the
internet website or that an existing Section 272 Transaction is being relocated within the internet website
due to completion or termination and that, if applicable, a copy of the transaction should be obtained from
the appropriate Company personnel.)

BSLD’s Contract Manager-Business Implementation & Compliance prints and retains a copy of e-mail
requesting the internet posting for the BSLD file.

BSLD’s Contract Manager-Business Implementation & Compliance receives a confirmation e-mail from
request@idi.net confirming that the transaction has been posted or relocated according to instructions and
prints and retains a copy of posting confirmation for the BSLD file.

BSLD’s Contract Manager-Business Implementation & Compliance accesses the BellSouth Public Policy
Transactions web site and prints a dated copy of Transaction Index, dated copy of the specific Transaction
Summary, and a copy of the posted Section 272 Transaction for the BSLD file.

BSLD’s Contract Manager-Business Implementation & Compliance creates a file of all related
documentation and records all agreement/amendment information on a 272 Internet Postings Log which is
kept in the master agreement file.

BSLD’s Contract Manager-Business Implementation & Compliance records all agreement/amendment
information in to BSLD’s REMEDY Contract Administration Tracking System (CATS).
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Section 272 of the Telecommunications Act of 1996 imposes a separate affiliate requirement
on BOC (Bell Operating Company) provision of in-region interLATA services and outlines
how the BOC must conduct business with its interLATA affiliate. The 1896 Act also requires
that the FCC shall not approve a BOC's Section 271 application to provide interLATA
services unless the BOC shows that it will comply with the Section 272 requirements.

State Certification
Status

BSLD Leunch
Schedule

FCC Saction 271
Applications: .
Monitoring

fiates & Services
Antitrust ;
Section 272 Overview:
& BST/BSLD Contracts

L ]
®
®
®
*
L]
L
[ ]
[
L]
L
[ ]

“SiteMap
2 {*) indicates a link
that takes you off
thae BINS intranet

DJepartments > Legal & Regulatory > Updates & Information

2003 PwCI/IFCC Audit Results
(These results are PROPRIETARY AND CONFIDENTIAL, NOT FOR REPRODUCTION OR DISTRIBUTION, and are

Page 1 ot 1l
Departments

AL ooy

PASSWORD PROTECTED for use by AUTHORIZED PERSONNEL only.)

Business Implementation & Compliance
Staff »

State Certification Status «

BSLD Launch Schedule

FCC Section 271 Applications
Regulatory Orders & Notices

Billing Requirements

Information & Updates

Competitor Rate Monitoring v

Rates & Services Information w
Antitrust

Section 272 Overview & BST/BSLD Contracts

-

o Section 272 Requirements
o Section 272 Transactions

CPNI,-ACI, and Wholesale information
Links
Legal Department Web Page

http://home.bsld.bls.com/web02data/dept/robins/bic/BIC_272_Overview.asp
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Under Section 272 of the Telecommunications Act of 1996, BellSouth Long Distance, Inc. &
must comply with the following requirements in order to be granted and maintain federal :a:
approval to provide interstate services. . . . §.
[
1. BeliSouth Long Distance, Inc. must operate mdependentiy of ]
BellSouth Telecommunications, Inc. N
¢ No joint ownership of transmission or switching facilities or E
Bus. Implementation land/buildings on which such facilities are located.
& Compliance o No provision by one of operating, installation and maintenance
Sttt functions related to the other's facilities.
“State Certiﬂcation o May jointly own other property, such as office space and equipment
Status used for marketing/administrative services.
BSLD Launch 2. BellSouth Long Distance, inc. and BellSouth Telecommunications, Inc.
Schedule , must maintain separate books, records, and accounts.
) mmm 271 - e BSLD must maintain separate books of account according to General
“Information & Updates Accepted Accounting Principles (GAAP).
TCompetiior Rate. o BST must maintain separate books of account according to Part 32
Moriftoring of the FCC's rules.
Rates & Services 3. BeliSouth Long Distance, Inc. and BellSouth Telecommumcatlons, Inc.
Information must have separate officers, directors, and employees.
Antitrust — « A person may not serve at the same time as an officer, director, or.
i‘;‘;%;’fbm‘“'"" , employee of both BSLD and BST.
CPNI 4. BellSouth Telecommunications, Inc. may not guarantee credit for
BellSouth Long Distance, Inc.
TLogal Department __ e BSLD may not incur credit in any manner that on default would
permit a creditor to have recourse to BST's assets.
5. BellSouth Long Distance, Inc. must conduct all transactions with
BellSouth Telecommunications, Inc. on an arm’s length basis, reduced
S to writing and available for public inspection.
Home e Includes all transactions between BSLD and BST, including joint
- marketing activities.
SiteMap o Arm's length requirement met if BSLD and BST follow existing FCC
a (*) indicates a link affiliate transaction and accounting rules for their transactions.
thet takes you oft o Written descriptions of all transactions between BSLD and BST must
the BINS intranet be posted on the BellSouth Corporate internet home page.
o Copies of all transaction writings must be maintained at BST's
corporate offices for public inspection.
6. BellSouth Telecommunications, Inc. must account for all transactions
with BellSouth Long Distance, Inc. in accordance with FCC approved
accounting principles and rules.
¢ Al BST/BSLD transactions will continue to be governed by the FCC's
cost allocation and affiliate transaction rules. .
e Amounts booked by BST in its regulated accounts will vary
depending on the nature of services provided and the particular
valuation standard applicable to the transaction.
7. BellSouth Telecommunications, Inc. may not discriminate between
BellSouth Long Distance, Inc. and any other unaffiliated entity in the
provision or procurement of goods, services, facilities, and
information, or in the establishment of standards.
o With the exception of joint marketing services, BST, upon request,
must provide the same services to all competitive IXCs with the same
terms, conditions, and rates.
_ e BST mustrespond to all requests by other carriers for facilities in the
http://home.bsld.bls.com/web02data/dept/robins/bic/BIC_272_Requirements.asp 12/10/2003

Page 1 of 2
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Section 272 Requiremants
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same nondiscriminatory timeframe.

o BST may not provide any facilities, services, or information in its
provision of exchange access to BSLD unless BST makes available
‘'such facilities, services, and/or information to other IXCs on the same

terms and conditions.

AL wdauyoony
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Business Implementation & Compliance
Section 272 Transactions

. Page 1 of 1
Departments

Under Section 272 of the Telecommunications Act of 1996 BellSouth Long Distance, inc. is
required to post all transactions between BellSouth Telecommunications, Inc. and BeliSouth
Long Distance, Inc. on the BellSouth internet web site within 10 calendar days of the date of
the transaction. :

AL wduiyooy

In conjunction with the Section 272 requirement, BellSouth Long Distance, Inc. has
developed internal processes, related forms, and definitions to ensure that this Section 272
requirement is met. Company employees should refer to the process, process flow,
definitions, and forms set forth when transacting business with BellSouth
Telecommunications, Inc. .

" Process for Section 272 Transactions
Process Flow for Section 272 Transactions
Transaction Summary Definitions
Transaction Summary Form
Process for Completed/Terminated Section 272 Transactions
Process Flow for Completed/Terminated Section 272 Transactions

e & o o o @

All questions concerning Section 272 should be referred to:

Mary Jean Section 272 Compliance Director (770) 352-3077
Robin Taylor Section 272 Contract Manager  (770) 352-31'01
Hank Anthony  General Counsel ' (770) 352-3116

12/10/2003




272_Training

‘Bus. implementation
& Conpllence

Statt

‘State Certilication
Status

BSLD Launsh
Schedule -

"FCC Saction 211

Antitrust

“Section 272 Overview
& BST/BSLD Contracts

CPMNI

SiteMap

a {*) indicates = link
that takes you off
the BINS intranet

. Page 1 of 1
Departments

All BellSouth Long Distance Services ("LDS") personnel are required to complete =
Section 272 Compliance training. : , §

- =
New LDS employees are required to complete Section 272 Compliance training §
within 30 days of hire or transfer to a LDS company or prior to engaging in any a
BellSouth Telecommunications, Inc. ("BST") activity, whichever comes first. iy

Additionally, contractors, vendors, and LDS representatives who are likely to
interface with BST on behalf of LDS should complete Section 272 Compliance
training. Retraining of LDS employees, its contractors, vendors, and
representatives is required on a periodic basis. Notification of retraining will be
disbursed when required.

The Telecommunications Act of 1996 laid out strict rules governing the relationship between
BellSouth Long Distance, Inc. and BST. It is important that each employee understand the
critical importance of compliance with these Section 272 rules. As part of the LDS effort to

educate employees on the Section 272 rules, LDS has established intranet-based training for

LDS employees to use for completing the required Section 272 Compliance training. This
training is available on the LDS Online Training system and complies with the FCC's rules.

Contractors, vendors, and representatives of LDS who engage in or have the potential to
engage in activities with BST on behalf of LDS are also required to receive Section 272
Compliance training. LDS supervisors of contractors, vendors, and representatives of LDS
are responsible and must make arrangements to ensure Section 272 Compliance training of
these individuals. Supervisors should direct such individuals to the LDS network drive
G:\anyone\ldstraining for a copy of the required Section 272 Compliance training. Upon
completion of the Section 272 Compliance training by these individuals, the LDS supervisor
should document the training in a written format or may use the Third-Party Personnel .
Section 272 Compliance Training Certification form. The supervisor should maintain the
documentation locally for his/her own records. : ’

Questions concerning Section 272 rules and employee training should be directed to Mary
Jean Dennis 770-352-3077. : '

Questions concerning Section 272 Compliance online training should be directed to Gwen
Wilburn at 678-443-3921. ,

- Access Section 272 i“ﬂmgﬁmﬂm i,,“iiﬁ“;‘gxiaziﬁg; {im;m} i

http ://home.bsld‘bls;com/webOZdata/dept/robins/bic/BIC__272ﬁ_Trainin g.asp 12/10/2003
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__Section 272 Transactions

This site contains information about the transactions between BellSouth Long
Distance, Inc. (BSLD) and BellSouth Telecommunications, Inc. (BST), including
a brief summary of each transaction and a link to the text of the agreements.
Information will remain posted on this site for at least one year after the
transaction is completed or terminated. This site also contains information
about the process by which BellSouth finalizes and posts such transactions to
this site. - '

Note: You will need the Adobe Acrobat Reader 4.0 or higher to view the following
documents. Please download a free copy of the reader from the Adobe Web Site.

Process for Section 272 Transactions
Process Flow for Section Transaction

Process for Completed or Terminated Section 272 Transactions

~ Progess Flow for Completed or Terminated Section 272 Transactions
—. : T
Active Transactions Effective
_ Date
Affiliate Long Distance Service Agreement 02-01-01

Amendment 1 11-08-02

Amendment 2 09-16-03

Extension 01-09-03
Billing and Collection Services Package Clearinghouse 03-05-03
Operating Agreement ‘

Addendum 1 12-03-03
Collocation Agreement 10+31-03
Coordination Agreement ' 02-01-01

Amendment 1 06-06-01
Joint Message Ready-Unbillable Study-Letter of 04-27-03
Agreement
Labor Contract Negotiations and Support Services 08-29-02
Agreement

Amendment 1 n2-12-03

http ://bcllsodthcorp.éom/‘policy/transactions/ i 2/ 10/2003
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Amendment 2 07-15-03

Local Carrier Services Center Services Agreement 10-09-02

Marketing and Sales Agreement 05-02-02 §
Amendment 1 07-22-02 §
Amendment 2 09-30-02 S
Amendment 3 04-07-03 ;
Amendment 4 10-07-03

Network Management Memorandum of Understanding 03-14-03

Professional Services Agreement 11-05-03

Provision of National Directory Assistance Services 07-31-00
Amendment 12-06-00

Purchase Agreement No. 030010SH for Products and

Services (Executed 11/18/03 - Effective 1/1/04) 01-01-04
Regulatory, Legal, and Other Services Agreement 04-01-02
Amendment 1 09-08-02
Amendment 2 | 10-18-02
Amendment 3 03-03-03
Amendment 4 | 09-03-03
Services Agreement 06-30-03
Addendum 1 08-26-03
ﬁgﬁggmgsmmgm@mmw@& 04-09-02
Subscription Fraud Information Sharing Agreement 09-24-01
Amendment 1 05-29-02
Amendment 2 08-14-02
Tariffed Services Various
Trouble Reporting and Referral Services Agreement 08-15-03
Amendment 1 10-20-03
Terminated Transactions Completion
Date
Billing and Collection Service Package Clearinghouse 03-61-03
Operating Agreement
Amendment 1 03-01-03
Addendum 1 03-01-03
Addendum 2 03-01-03

http://bellsouthcorp.com/policy/transactions: 12/10/2003
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Contract Provisions for BSLD Daily Usage File

Addendum 3
Addendum 4

Amendment 2

Customized Training Agreement

Amendment 1

End to End Test Agreement

Amendment 1
Amendment 2
Amendment 3
Amendment 4
Amendment 5
Amendment 6
Amendment 7
Amendment 8
Amendment 9
Amendment 10
Amendment 11
Amendment 12
Amendment 13
Amendment 14

Facility Use Agreement

Amendment 1

Amendment 4
Amendment 5
Amendment 6
Amendment 7
Amendment 8
Amendment 9
Amendment 10
Amendment 11
m ment 12
Amendment 13
Amendment 14
Amendment 15
Amendment 16
Amendment 17
Amendment 18
Amendment 19
Amendment 20
Amendment 21
Amendment 22
Amendment 23
Amendment 24
Amendment 25

Amendment 1
Amendment 2

Arnancdoanne D

http://bellsouthcorp.com/po]icy/transactions/

InterlL ATA End-to-End Test Agreement

03-01-03
03-01-03
03-01-03
06-28-03
06-20-02

06-20-02

06-15-03

06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03
06-15-03

06-30-03

06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03

06-30-03

06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03
06-30-03

06-13-02
06-15-03
06-15-03
06-15-03

ne 1 N2

Page 3 of 4
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Amendment 4 06-15-03
Amendment 5 06-15-03
Amendment 6 06-15-03
International Call Reports Agreement 04-01-03
Intral ATA Toll Resale Agreement 06-28-03 §
Amendment 1 . 06-28-03 §~
Intral ATA Toll Resale Agreement 03-25-02 §
N
Amendment 1 ry
Amendment 2
Marketing and Sales Agreement ' 05-24-02
Amendment 1 05-24-02
Mechanized Automated Message Accounting Testing & 01-15-03
Validation Coordination Agreement
Network Maintenance Center & Network Manaqement 03-13-03
Center Agreement N , ‘
mendment 1 03-13-03
Physical Collocation Master Agreement 10-31-03
Trouble Reporting and Referral Services Agreement for .
Toll Free Services 08-17-03
Amendment 1 08-17-03
Amendment 2 08-17-03
Amendment 3 08-17-03
velength Service End-To-End Test Agreement 11-29-02
3 - -~ -
\ZNgveiength Service End-to-End Test Agreement Phase 3 15.03
Workcenter Interface Agreement 06-28-03

Section 272 Transactions between BellSouth Telecommunications, Inc. and
BellSouth Long Distance, Inc. are available for public inspection by contacting
BellSouth Telecommunications, Inc.'s Manager-Regulatory, Cheryl Laskowski,
at (404) 330-0487.

Copyright 1996-2003, BellSouth Corp. All Rights Reserved.
Legal Notices and Privacy Policy | Terms and Conditions

http://bellsouthcorp.com/policy/transactions/ 12/10/2003
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Under Section 272 of the Telecommunications Act of 1996, BellSouth Long
Distance, Inc. must comply with certain requirements in order to obtain federal
approval to provide interstate services. Listed are the answers to some frequently
asked questions about the Section 272 requirements. S

Frequently Asked Questions:

o 0 0 0 060 000 00 046 00

Departments

Business Implementation & Compllance
Section 272 FAQs

AL WUV

Which BellSouth companies are subject to the 272 )ong distance rules?
How do the 272 rules apply to BeliSouth Business Systems.(BBS)?

What are the applicable non-discrimination rules between BSLD and BST?
What is meant by "joint marketing” between BSLD and BST? '
Do the 272 requirements prevent BST from joint marketing BSLD's services?
Can BSLD be located in the same buildings as BST?

Can a BSLD employee transfer to BST?

Can a BSLD employee be loaned to BST?

Can | serve on a team with BST? _

Does every transaction between BSLD and BST require a contract?

How do | know if BSLD has a contract with BST for a particular activity?

How do | get a new contract with BST? o

How do | get additional information on permitted joint marketing?

Does Executive Directive No. 8 also apply to the 272 transactions?

Do the 272 requirements apply to staff personnel? :

Questions and Answers:

icn
rules?
The long distance rules govern the relationship between BSLD and
BST. The telecommunications industry, however, is highly dynamic. As
a consequence, there is the possibility that certain other BellSouth
companies that currently do not have plans to offer long distance '
service may nonetheless do so in the future. BellSouth has decided to
structure the operations, books, credit, and management of those
companies in accordance with the long distance rules, and to otherwise

* position those companies so that they are in compliance with the long

distance rules upon immediate notice that compliance was necessary.
Those companies are BellSouth BSE, Inc. (the BellSouth CLEC), and
BellSouth Carrier Professional Services, inc. (BCPS). BeliSouth has
also decided to follow the same policy for BSLD/Qwest Customer
Resource Center (CRC). ,

Back To FAQs

How 272r a Sout i
(BBS)?

Whenever BBS employees represent BST or sell BST services the 272
rules apply. When BBS employees perform any other function the 272
rules do not apply.

Back To FAQs

http://home.bsld.bls.com/web02data/dept/robins/bic/BIC_272_F AQs.asp 12/10/2003
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?

Whgt ng the applicable non-discrimination rules between BSLD

BST may not discriminate between BSLD and other IXCs in the
provnsnon or procurement of goods, services, facilities, and information,
or in the establishment of standards. The only exception to these non-

discrimination rules is for joint marketing.

nt marketing” b D and BST?

Joint marketmg includes advertising, customer inquiries, sales
functions, and ordering. Planning, design, and development of BSLD's

product offerings are not part of joint marketing.

Back To FA

serv __L._QS_?

No, BST is permitted to joint market its local services and BSLD's
services subject to appropriate accounting and other requirements.
BST is allowed to market BSLD's service during inbound calls while
also offering to read, in random order, the names and, if requested, the

telephone numbers of all available interexchange carriers.

Back To FAQs

Can BSLD be located in the same buildings as BST?

BSLD and BST can share office space but they cannot share
ownership of transmission or switching facilities. Shared BST office
space would constitute a service subject to the non-discrimination

cbligation provisions.

Can a BSLD employee transfer to BST?

Yes, but the employee is not permitted to bring BSLD propriétary
information to his/her new job.

Can a BSLD employee be loaned to BST?

Yes, so long as rules governing non-discrimination, accounting for
nonregulated services, if applicable, and affiliate transactions are all
followed.

Back To FAQs

http://home bsld.bls.com/web02data/dept/robins/bic/BIC_272 FAQs.asp

Page 2 of 4
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Q.
A.

Can | serve on a team with BST?

Yes, but you are not permitted to share non-public information with
BST while serving on any such team. It should also be noted that if you
perform functions for BST's benefit while serving on this team, you may
have provided a service subject to the non-discrimination obligation
provisions. Teams that have representatives of BSLD and BST should
be part of efforts under the responssbﬂlty of the service affiliate, such as

BellSouth Corporation or BASC.

Back To FAQs

Does every transaction gewegn BSLD and BST require a
contract?

Yes. '

How do | know if BSLD has a contract with BST for a particular
activity?

All contracts, agreements, and transactions between BSLD and BST
are posted on the BellSouth Corporate web site at

hitp:/Mbellsouthcorp.com/policy/transactions/.

B Yo FA

How do | get a new contract with BST?
Contact the BSLD Carrier Relations department.

ack To F

How do | get additional information on permitted joint marketing?
Contact the BSLD legal department.

Does Executive Directive No. 8 also apply to the 272 transactions?
Yes. Contact the BSLD Finance department for additional information.

Back To FAQs

Do the 272 requirements apply to staff personnel?

Yes, the 272 requirements apply to every BSLD employee. All staff
personnel, including administrative services personnel, are subject to
the same requirements. This also includes contract employees working

in any capacity for BSLD.

Back To FAQs

http://home.bsld.bls.com/web2data/dept/robins/bic/BIC 272 FAQs.asp

Page 3 of 4

AL IauyOvY

12/10/2003



. Departments > Legal & Regulatory > Updates & Information Page 4 of 4

AL uauyovy

http://home.bsld.bls.com/web02data/dept/robins/bic/BIC_272_FAQs.asp 12/10/2003




Attachment 11

Project Journey

BSHQ Allocation/Project Accounting
Integrated Process

Date: August 30, 1999
Author: Tammy H. Messier

Updated: Oct. 8, 1999 (S. Reichard)



Attachment 11

OVERVIEW
BSHQ incurs cost on its own behalf and on behalf of its subsidiaries. These
costs result from a variety of activities including corporate oversight, general
subsidiary support and specific services performed on a discretionary basis for
the subsidiaries.

Based on the nature of the expenses, costs incurred at BSHQ will either be
retained at BSHQ or distributed to the subsidiaries through the cost allocation or
project billing processes. The cost allocation and project accounting processes
were designed in compliance with the joint costing and affiliated transactions
requirements of Part 32 and 64 of the Federal Communications Commission’s
(FCC) rules and regulations. The cost allocation process separates, assigns and
bills to the subsidiaries the costs associated with their corporate work functions
and those project costs associated with subsidiary discretionary undertakings.
Most of the specific discretionary services are billed to the appropriate subsidiary
via the project billing process.

BSHQ costs, which are billed to subsidiaries monthly, are apportioned based
upon departmental inputs and other cost causative data, e.g., subsidiary net
operating expenses or headcount. The methodologies used in the cost allocation
process to assign common costs to the proper subsidiary depend upon whether
the cost can be directly or indirectly attributed to a specific activity. When costs
cannot be directly assigned, they must be grouped into homogeneous pools and
apportioned based on an appropriate allocation methodology. For example,
costs incurred by the Advertising group that are neither retained nor directly
assigned may be allocated based upon the relative marketing costs incurred by
the subsidiaries.

COST CATEGORIZATION

For billing purposes, BSHQ's costs are broken down into six types: subsidiary
project, other affiliate project, flow-through, retained, corporate services and
exception. Each of these cost types are further described below:

Subsidiary Project Billing

Subsidiary funded projects are defined as discretionary services provided by
BSHQ, at the request of the subsidiary’s management, that produce specific
benefits for the subsidiary requesting the service. For example, billing for payroll
and corporate books services are considered subsidiary projects.

In the current operating environment, expenses are coded to all projects via the
accounts payable, time reporting and general ledger (GL) systems. These direct
project costs are captured and fed into the project billing system, where
departmental and corporate overhead rates are applied. In addition, the project
billing system generates the appropriate journal entries and the bills to be sent to
each subsidiary. Total project billing is netted for each subsidiary, and in most
cases funds are electronically transferred. Treasury either handles the net
receivable or payable through the appropriate journal entries or, in some cases,
the bills are paid via the subsidiary’s accounts payable process.
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Other Affiliate Project Billing

Other affiliate projects are defined as costs incurred by BSHQ in performing
services that are specifically provided for affiliated parties, not fully-owned, but
still considered members of the Corporate Family. This includes companies
where BellSouth owns 10% or more of the investment, entities not owned, but
effectively controlled or managed by BellSouth, or entities where BellSouth
employees by virtue of their BellSouth employee status, exert significant
influence.

For most of these projects, there is no difference from the subsidiary project
billing process when determining the amount billed. Like subsidiary projects, the
direct project costs are captured and fed into the project billing system, where
departmental and corporate overhead rates are applied as appropriate (overhead
for these affiliate costs are retained.) However, overhead cannot be legally
applied to some of these projects such as PAC and trust related projects.
Therefore, these projects are not billed overhead. The project billing system
generates the appropriate journal entries and the bill. The bill is sent directly to
the company. The company, in turn, must remit payment to BSHQ.

Flow-through Billing

Flow-through billing is used to recapture expenses paid by BSHQ directly to
external vendors on behalf of a subsidiary. All flow through billing is processed
through the accounts payable system and since this explicitly excludes salary
and wage expenses from flow-through billing, no overhead is applied. Flow
through expenses are billed directly to the appropriate subsidiary by project
billing. Corporate insurance is an example of an expense that is flow through
billed.

These direct costs are captured and fed into the project billing system; however,
as stated above departmental and corporate overhead rates are not applied to
flow through expenses. The project billing system generates the appropriate
journal entries and the bills to be sent to each subsidiary. The flow-through
expenses are included in the netting process previously discussed. Treasury
either handles the net receivable or payable through the appropriate journal
entries or, in some cases, the bills are paid via the subsidiary’s accounts payable
process.

Retained Costs

Retained costs are costs incurred by BSHQ where assignment of these costs to
a subsidiary would not be appropriate. Costs are retained at BSHQ by
establishing projects that are not billed to the subsidiaries, by including an
allocation factor for BSHQ when allocating the costs in a cost pool (in essence
retaining a percentage of a cost pool on BSHQ'’s books), or by specific account
identification. Corporate development expenses are examples of retained costs
identified through projects, and interest and board of director’s expenses are
examples of retained costs identified by account.

Retained projects and allocated costs are loaded for departmental and corporate
overhead if salary and wage costs are captured by the respective project or cost
pool. However, costs specifically identified at the account level would not be
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loaded for overhead since there are no salary and wage dollars on which to apply
the overhead rates. Current policy precludes salary and wage accounts from
being designated as retained accounts. As the title implies, retained costs
remain on BSHQ’s books.

General Services

General service costs represent those functions performed by BSHQ as part of
its “holding company” ownership and oversight responsibilities. This includes the
cost of services that provide benefit to several or all of the consolidated BellSouth
companies, recurring costs with no identified end-date, and costs where no
appropriate direct attribution methodology can be identified. These costs are
allocated only to the BellSouth consolidated companies. Currently, a factor
reference number (FRN) is assigned to every corporate responsibility code (RC).
The FRN identifies the allocation methodology assigned to the respective
RC/account combination.

Cost identification projects are projects established solely for tracking and
reporting purposes. Cost captured as cost identification projects are also
allocated through the FRN process and are included in the general services bill.
The allocation system creates the appropriate journal entries and passes them to
GL. After processing is completed, general services costs are passed to the
project-billing administrator who includes them in the subsidiary billing netting
process. Subsidiaries not included in the netting process remit payment via their
accounts payable process.

Exception Billing

The current allocation process allows for temporary alteration in the allocation of
designated expenses to reflect a temporary change in departmental activities.
When it is determined that the allocation methodology established for a specific
RC is not appropriate for the designated expenses, special coding can be used
to act as an “allocation override”.

Exception billing occurs within the general services allocation system. The
creation of journal entries, the billing process and payment procedures are the
same as those discussed in that section.

CURRENT ALLOCATION METHODOLOGY

The current allocation process, can be broken into two sub-processes, the
allocation of overhead to projects and to departmental cost pools and the
allocation of the departmental cost pools to the respective subsidiary. A
company-composite corporate overhead rate is developed each month. A
monthly departmental overhead rate is also developed for each BSHQ
department. The corporate overhead rate is applied to cost pool and project
salary and wage dollars. The departmental overhead rates are only applied to
projects and cost pool salary and wage dollars directly related to the respective
department. The departmental cost pools represent functional activities engaged
in by BSHQ. These cost pools are allocated to the respective subsidiary based
on a variety of cost causative allocation methodologies.
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THE BASC PROCESS

General Ledger, Account Payable or Project Accounting?

In the future operating environment, BSHQ subsidiary projects and other affiliate
projects will be captured and billed by project accounting. Flow-through
expenses for companies within the BASC, which includes BSHQ, will be directly
coded to the appropriate subsidiary on the voucher and thus the appropriate
journal entries will be generated through the accounts payable/GL integrated
process. For those companies outside the BASC, the accounts payable/GL
integrated process will book the appropriate journal entries to a balancing entity
established in the BASC for the non-BASC serviced company (faux company). A
report will then be sent to the non-BASC serviced company detailing the entry. It
will be the responsibility of the non-BASC serviced company to make the
appropriate journal entries in their GL system.

It is General Accounting’s responsibility to design a process that addresses
BSHQ general services costs, and retained costs. Any costs requiring exception
billing should be handled through project accounting.

General Ledger/Project Accounting Integration
Journal entries for the BSHQ subsidiary projects and other affiliate projects will

be accounted for by Project Accounting in the same manner as similar project
accounting transactions using the standard project accounting/GL system
interface. Accounting transactions are categorized as S&W, directly allocable,
retained, labor overhead or corporate overhead. Overhead rates are developed
based on calculating labor and corporate rates based on prior 12-month activity
divided by the appropriate labor and corporate overhead basis. This rate is
monitored and the labor and corporate overhead rates are adjusted as
determined appropriate. Note that the rates used by general service costs take
into account labor and corporate overhead transactions to ensure that expenses
are not double.

Corporate Service Allocation

The allocation process will be designed in compliance with the FCC’s joint
costing and affiliated transaction requirements. The FCC requires that the
following hierarchy be adhered to in assigning costs to the subsidiaries:

1. Directly assignable costs are the costs of resources that are
used exclusively for a specific activity. The costs of
resources used exclusively to provide subsidiary services
should be directly assigned to the subsidiary.

2. Common costs are the costs of resources that cannot be
directly assigned to a specific activity. These cost should
be allocated on a cost causative linkage. The following
hierarchy should be used when allocating common costs:
direct attribution, an indirect surrogate measure of cost
causation or a general allocation rate.
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As previously discussed, BSHQ costs considered to be directly assignable will be
captured and billed by project accounting or by directly coding expenses to the
appropriate subsidiary on expense vouchers. Therefore, with the exception of
generating and applying an overhead rate to the non-flow through BSHQ projects
and determining how to omit project billed costs from the allocated cost pools,
directly assignable costs do not need to be addressed in the GL portion of the
BSHQ allocation process.

The BASC corporate services allocation and project accounting processes will
assign common costs to the subsidiaries in a three stepped process. The labor-
related rate will first be applied to project, retained, and allocated salary and
wage dollars. Secondly, the corporate overhead rate will be applied to all project,
retained and allocated costs (cost pools) -- including salary and wage, other
directly allocated or project coded costs, and the labor-related loading from step
one. Finally, the cost pools and the respective overhead will be allocated to the
subsidiaries using the assigned methodology or billed based on project setup
information.

Attributable allocations will continue to be driven based on functional groupings
at the tracking unit' level. Allocation methodologies will be limited to those
determined necessary to meet the FCC’s requirements and BeliSouth
operational needs. Homogeneous tracking units (i.e. within the same
department) to which the same allocation methodology can be used to pass the
costs to the respective subsidiary will be grouped. Attachment 1 summarizes the
current cost pools and allocation methodologies, as well as the BASC cost pools
and allocation methodologies. Current “billing” line item detail is summarized in
the left most column of the attachment. As evidenced, the BASC will be able to
provide the same level of line item detail the subsidiaries receive today.

To facilitate this process, BSHQ expense and other expense accounts, excluding
interest expense, investment amortization, gains/losses, extraordinary or delayed
items, and state and federal income tax, will be segregated into five groups:

(1) labor-related overhead (LOH),

(2) corporate overhead (COH),

(3) salary and wages (S&W),

(4) non-S&W costs to be allocated or

(5) project billed (Allocated or Direct) or retained (Retained).

As illustrated on the Account Classification schedule, the account classification
differs between the GL allocation process and the project accounting process.
This will be further addressed in a moment. In addition, all BSHQ Tracking Unit
values will be designated as a child value of either a functional cost pool,
overhead or retained cost pool (see Parent Summary Schedule for child — parent
rollups.) Note that the overhead tracking parent, 000VHD, overrides the S&W
and Allocated account designations. For example, expenses booked to account
62115, Management Salaries — Bonus & Awards (an Allocated account) andto
the 000760 - AVP Corporate Support tracking unit (an overhead tracking unit) will
be treated as overhead expense. Also note, expenses booked to the retained

! A tracking unit is a segment in the BASC general ledger accounting flexfield that will replace the RCs
used today, however; there may not be a one-to-one relationship between the tracking unit and RC values.
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tracking unit parent OORETN are all retained, except the accounts designated as
LOH or COH. LOH and COH retained expenses are included in the overhead
calculation.

Upon initial conversion to the BASC environment, cost pools will be allocated a
month in arrears. This will help facilitate the coordination of journal entries
between companies serviced by the BASC and companies outside the BASC,
and will allow the allocations to be run outside of the close process. At such a
time when the BASC reaches a steady state operating environment, i.e. the in-
scope companies are serviced by the BASC, this decision may be reconsidered
since most of the companies billed by BSHQ, if not all, will be serviced by the
BASC.

BSHQ costs will be allocated to the designated Oracle GL balancing entity for
each subsidiary. In other words, if a subsidiary has established multiple
balancing entities, all BSHQ allocation journal entries will be made to one
balancing entity. In addition, as discussed earlier a faux balancing entity will be
established within the BASC GL for each non-BASC company. The faux
balancing entity will be used to capture the respective non-BASC company
allocated expenses. After the allocations have been processed, a report will be
generated and sent to the operating companies, which summarizes the allocated
expenses by cost pool. As with the flow-through billing discussed above, non-
BASC companies must then make the appropriate journal entries in their GL.

BASC PROCESS DETAIL

Calculating Overhead Rate and Applying Overhead

Before BSHQ allocations can be processed in Oracle GL and BSHQ projects are
established, LOH and COH rates must be developed. The LOH and COH rates
applied in the allocation and project accounting process will differ; therefore, 4
rates must be developed — two LOH rates and two COH rates. Project
accounting will include bonuses in the LOH rate. However, since bonuses are
recorded at a tracking unit level, they will be directly allocated in Oracle GL. In
addition, project accounting will include other departmental type overhead costs
in the COH rate. Again, since these costs are recorded at a tracking unit level,
they will be allocated in Oracle GL. Allocation and project account classifications
are summarized on the Account Classification schedule. The Labor and
Corporate Overhead Schedules detail (see reporting notebook) the overhead
rate calculations.

Initially, standard labor-related and corporate overhead rates will be developed
using a previous twelve -month period. The applicable standard overhead rates
will be applied to all subsidiary and other affiliate projects except other affiliate
projects to which BSHQ is not legally allowed to apply overhead for billing
purposes. Project Accounting simply will not burden these projects effectively
retaining the related overhead cost on BSHQ'’s books. In addition, the applicable
rates will be applied to the attributable expenses allocated to each subsidiary and
to retained expenses.

Error! Bookmark not defined.



Attachment 11

Project Accounting will monitor the rates, and rate modifications will be made
when the difference between the actual and applied rates is outside an
acceptable tolerance range. Project Accounting will notify General Accounting
when any rate changes are considered necessary so that appropriate changes
can also be made in GL.

On an onrgoing basis, it is expected that each year after the September close,
new rates will be developed based on the previous nine months of actual
financial data and estimates for October, November and December financial
data. If the new rates are significantly different from the previously applied rates,
the new rates will be implemented in October. However, if the rates are not
significantly different, Project Accounting and the BSHQ Allocation Process will
use the new rate for the subsequent year and the new rate will be applied to
January’s actual financial data.

Allocation Methodologies Statistics

The BSHQ Allocation Process will use standard rates to allocate the cost pools to
the respective subsidiaries. The data necessary to capture the financial
information will be input into Oracle GL statistical accounts.

For example, the allocation process will use a balancing entity parent value to
identify the affiliates to which the cost pools will be allocated when the Net
Operating Expense (NOE) methodologies are used. NOE for each affiliate will
be input into statistical account 90025 by balancing entity. The allocation formula
for the Strategic Management cost pool (which is allocated using only the
Communications Group NOE) will utilize statistics recorded to account 90025.
Stats will only be pulled for the Communication Group balancing entity based on
a balancing parent. Using the intersection account 90025 and the
Communication Group balancing entity parent, Oracle Mass Allocations will
calculate the allocation rate for each affiliate based on the affiliate’s respective
percentage of the total Communications Group NOE only.

The following allocation methodologies, as well as the applicable GL statistical
accounts, will be used in the BSHQ allocation process:

o Total Subsidiary Headcount — 90005

Management Headcount -- 90010

Net Operating Expense (NOE) -- 90025

— NOE all Companies

— NOE excluding BellSouth Telecommunications (BST) & BST Subsidiaries
— NOE excluding BST & BellSouth Business Systems (BBS)

— NOE all Companies Excluding BellSouth International (BSI)

Marketing Expense (Marketing Allocator) -- 90030

Capital — 90035

Percent of Business Services Expense (Business Services Allocator) — 90040
Percent of total Headquarters’ Expense (Headquarters’ Allocator) - 90045
Tax — Regulatory (cost study)— 90060

Tax — Wireless (cost study) — 90065

Income Tax (cost study) — 90070
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¢ State PAC Allocator - 90075
e Federal PAC Allocator - 90080

Data initially input into the statistical accounts and used by Oracle Mass
Allocations in calculating the standard allocation rates will be developed using
data for current three month average or April 2000 data depending on the
relevance of the data for allocation purposes. General Accounting must develop
a process for monitoring the statistical data and making modifications to the
statistical account amounts for significant changes.? Amounts captured in
statistical accounts can be adjusted, for existing subsidiaries, simply by making a
journal entry to the statistical account in the amount of the increase or decrease.
However, please note that new statistical data must be input each January as
Oracle GL uses current year data in the Mass Allocation formulas. In addition,
when a new company is added mid-year or a significant change in a currently
billed company’s operational status, General Accounting must coordinate
capturing statistical data used in the allocation process for the new company.
(Each time a new company is added, the “standard rates” used to allocate costs
to the other subsidiaries will be drive n downwards.)

On an on-going basis, it is expected that each year after the September close,
statistical account data will be updated based on the previous nine months of
actual financial data and estimates for October, November and December
financial data (based on budgets). If the statistical data is significantly different
from the current statistical data, the statistical accounts will be updated in
October. However, if the stats are not significantly different the corporate
accountant will utilize the Jan 1 — Sept 30 with Oct, Nov & Dec budgeted data for
the subsequent year statistics. This process will facilitate setting budgets and
reduce the time spent gathering statistical data by moving toward a standard rate
type process.

Statistical data should be input for each affiliate, including BSHQ. BSHQ must
allocate to itself a proportion of each cost pool relative to costs BSHQ chooses to
retain, such as corporate development, board of director’s expense, etc.
Sources for the statistical data are as follows: '

Total Affiliate Headcount (90005) and Management Headcount (90010) -
Total and management headcount can be obtained from the Human Resources
HF1-2 Report. In addition, a study must be done to determine BSHQ total and
management headcount directly related to retained expense. End-of-period
December data (adjusted for known changes) should be used each year. In
addition, as organizations shift between companies, as companies make
significant headcount changes or as new companies are added, the statistical
account data should be updated. The HF1-2 report should be reviewed monthly
to see if there are any significant changes. Capturing significant changes in a
timely manner will eliminate the need for true up entries.

2 All adjusting journal entries should be made in or before October of each year. Doing so will
enable all chaining impacts to BST to be captured at BST in the current business year. This is a
Federal Communications Commission (FCC) requirement.
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NOE (90025) and Marketing Expense (90030) — NOE is calculated by taking
the affiliate’s total expenses less any cost of good sold. NOE and marketing
expenses should be obtained from Hyperion consolidated data or directly from
GL if it is a non-consolidated affiliate. The exception being BST and its
subsidiaries. Currently, BBS, BellSouth Communications Systems (BCS) and
BellSouth Public Communications (BSPC) total marketing costs from the BBS
Holding Market Report are used.® BST marketing costs are obtained from the
BST Marketing Allocator Information Report . The “Marketing Billed BST” from
the BBS Holding Market Report is subtracted from the BST marketing cost to get
the net BST marketing cost. As there is no retained marketing expense at BSHQ
there will be no marketing expense input for BSHQ. However, retained NOE
must be determined and input for BSHQ.

Headquarters Allocator (90045) — The headquarters allocator must be
determined by General Accounting each year. It should represent each affiliates
percentage of total, annual, BSHQ allocated costs for the year it is to be applied.

Capital (90035) — Capital should be obtained from Hyperion consolidated data or
directly from GL if it is a non-consolidated affiliate. For allocation purposes,
capital is currently calculated as follows: Total Debt Maturing in One Year +
Total Long Term Debt + Unamortized Investment Tax Credits + Common Stock +
Paid-in Capital + Ending Retained Earnings + Cumulative Foreign Currency
Adjustment. In addition, the Hyperion results are adjusted for consolidated BSE
and consolidated BST capital, which is prorated back to the subsidiaries. As
there is no retained capital at BSHQ, there will be no capital input for BSHQ.

Business Services Allocator (90040) — The Business Services Allocator is
determined though a cost study which represents BSHQ's BellSouth Business
Headquarters support. General Accounting assisted by the Business Services
Headquarters organization should determine the appropriate factors each year.
Currently, the allocation is 87.5% BBS, 8.5% BellSouth Communications
Systems (BCS) and 4% MNS. Statistical data captured in this account should
only need modification should a newly formed company begin receiving a portion
of the expense or if there are other significant business changes.

Tax — Regulatory (90060) — The tax department performs a cost study for its
employees on an annual basis. All employees fit into one of four allocators. The
Tax — Regulatory allocator is one of the four. This statistic is used to allocate
costs to the regulatory companies these employees perform work for during the
year.

Tax — Wireless (90065) — The tax department performs a cost study for its
employees on an annual basis. All employees fit into one of four allocators. The
Tax — Wireless allocator is one of the four. This statistic is used to allocate costs
to the wireless companies these employees perform work for during the year.

3 Rebecca Dowdy is the current contact for this report.
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Income Tax (90070) — The tax department must do an annual cost study that
indicates the percentage of total income tax services costs provided to each
affiliate. The percentage results of this study will be input into the Oracle GL
statistical account. This account will be used to allocate the income tax cost
pool, which includes all income tax related expense that is not direct project
billed. Non-income tax expense will be allocated based on NOE. Statistical data
captured in this account should only need modification should a newly formed
company begin receiving a portion of the expense or if there are other significant
business changes.

Federal Pac (90075) and State Pac (90080) — Both of these allocators will be
calculated based on the number of participants in each of the Pacs (state and
federal). Information will be provided by the federal pac administrator and the
state pac administrator. Data will be updated annually at the beginning of each
PAC contribution period.

For regulatory and audit purposes, all supporting detail for the standard
statistical data must be maintained.

Expense Reconciliation
General Accounting will be responsible for developing a report that reconciles the

Project Billed, Retained and Allocated costs to the total BSHQ expenses for the
period. This report should be run and reviewed before each month'’s allocation is
billed to the appropriate affiliate. Significant monthly / YTD reconciling
differences will be investigated and the corporate accountant will take the
appropriate action prior to finalizing and billing the current month’s expense
allocation to the appropriate subsidiary

Retained Costs

There will be three methods to retain costs in the future. Firstly, costs will be
retained for specifically identified tracking units or accounts where 100% of the
non-project costs charged to these tracking units or accounts will be retained by
BSHQ. Charges to these tracking units and accounts will be retained simply by
not applying a cost causative allocation methodology to the retained tracking
units and by excluding expenses charged to retained accounts from al allocated
cost pools. The secondly, project accounting will establish a project that will
retaining costs on BSHQ'’s books. The BSHQ expense allocation formulas
exclude all project billed and retained project transactions from the costs pools to
be allocated. Overhead expenses associated with retained costs will also be
retained on BSHQ’s books. Thirdly, specific accounts will be retained. Expense
such as M&A transactions or interest expense will be retained on corporate’s
books.

The value maintenance administrator should not designate a tracking unit or
project as retained without first receiving approval from the BSHQ Business and
Financial Planning department Executive Director.

Exception Billing

Process and system changes from the CARS process to the new BSHQ expense
allocation process will eliminate the need for exception billing. The cost
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causative allocation methodology applied to each business unit will be
considered appropriate, and as a rule will not be adjusted on an exception basis.
Cost causative methodologies applied to each tracking unit will be reviewed and
updated annually (more often if warranted.) If a sub-pool of costs should be
directed toward a small group of affiliates or an individual affiliate, then a project
should be established and the costs should be project billed.

BASC IMPLEMENTATION REQUIREMENTS

Account Segment Value Requirements

As GL accounting flexfield values are added, deleted or changed, it will be
necessary to update the applicable parent values. Unique parent values will be
established to capture overhead costs, retained costs and costs assigned to
each cost causative methodology. In addition, other parent values will be used to
summarize costs as needed to calculate overhead and process the allocations.

As mentioned previously, it is also imperative that project costs be uniquely
identified so that they can be excluded from the allocation process. To achieve
this, Project Accounting will populate the affiliate code segment with the
appropriate project indicator:

A***  |Intercompany Billing Projects

B*** Tracking Only Projects

C** Construction — in Progress Projects
D***  Tracking Retained Projects.

This will result in project accounting cost being identified by type in the GL,
allowing for identification and exclusion of the appropriate costs from the GL
Mass Allocation process.

State Pac, Federal Pac and Lobbying Expenses

State pac, federal pac and lobbying expenses are identified by a project code.
These expenses are summarized by activity code (versus tracking unit) and
allocated to BellSouth subsidiaries. Each cost pool is billed based on its own
statistics. The exception to the cost pool allocation method described relates to
the state pac allocation method. TN and KY state pac expenses will be project
coded and will be billed through Project Accounting.

SUMMARY

The BASC process detailed herein, significantly simplifies the current process for
allocating BSHQ costs to the subsidiaries while still meeting the FCC’s joint
costing and affiliated transactions requirements. There are over 200 allocation
variations (FRNs) available in the current BSHQ allocation system, and over 100
of these are used today. In addition, there are twenty overhead rates derived
each month. To achieve this level of detail, processing is done outside the
current GL application.

There are currently fourteen BASC cost causative allocation. Most of the FRN
variations used today are based on seven core methodologies facilitating
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conversion to the sixteen methods without inappropriate impacts on the

apportionment. The major differences between the current BSHQ process and

the BASC process: *

(1) the cost pools are expected to be ata higher level of detail,

(2) the number of allocation methodologies are expected to be reduced, and

(3) the application of overhead is to be based on company-composite BSHQ
expenses.

Utilizing this simplified approach allows general service corporate expense
allocations to be processed using Oracle Mass Allocation functionality, which is
standard functionality provided within the Oracle GL module. This requires an
Oracle GL Mass Allocation to apply the LOH rate and one to apply the COH rate
to the attributable and retained costs. In addition, a Mass Allocation for each
defined cost pool is required. Thus, greatly reducing the processing
requirements from today’s allocation process. Not only is the allocation
methodology being simplified, but the direct costs are being removed from the
process altogether. This will alleviate the BASC from replicating the detailed
processing occurring today or from having to modify the current system to
accommodate the new flexfield structure and value sets. In addition, interfaces
will not need to be written between the existing system and the BASC GL.
Finally, this approach should result in a reduced need for specialized employee
resources.
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